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Foreword 


The present book is an attempt to analyse an 
important feature of international economic rela- 
tions in the postwar era: the so-called strategic 
export embargo against the communist countries. 
The embargo was initiated by the United States 
who pressed it upon her West European political 
and military allies and, with varying degrees of 
compliance, upon the whole non-communist 
world. The scope of the intended restrictions and 
diversions of international trade increased steadily 
until 1953, when the financial aid from the United 
States to her West European allies had petered 
out and the military aid under the NATO 
arrangements had assumed more modest dimen- 
sions. At the same time as these developments 
began to restore the financial and political inde- 
pendence of the West European allies of the 
United States, the Soviet Union and her allies 
markedly demonstrated a greater interest in East— 
West trade as part of the complex of shifting 
policy attitudes that followed Stalin's demise. The 
embargo lists for the West European allies then 
had to be radically scaled down. This in turn 
meant that the pressure on other non-communist 
countries could not be maintained, until in the 
end the United States was left as the only country 
that continued to practice a comprehensive em- 
bargo policy towards the communist countries. 

From 1947 to 1957, that is the period during 
which this dramatic sequence of events took 
place, I was Executive Secretary of the United 
Nations Economic Commission for Europe, in 
which the United States was a participant, as well 
as all the European countries including the Soviet 
Union. Much, if not most, of the work of the 
Commission through its several operational com- 
mittees was concerned with international trade, 
and the embargo policy stood in the center of 
attention, both during the years of its intensifica- 
tion and during the years of its decline. 

During the former period it represented a main 
inhibition on the Commission's ability to do use- 
ful work, and the Secretariat's efforts were consis- 
tently directed towards finding formulas for 
breaking the stalemate that increasingly fettered 


all economic relations in Europe. But the political 
forces dominating events at this time were al- 
together too strong to be altered by appeals to 
reason in terms of common interests. When the 
political trend turned, mainly in response to 
changes which were again outside the influence of 
the ECE Secretariat, we could offer, however, 
services aimed at speeding up the resumption of 
East-West trade and of economic cooperation in 
Europe. Indeed, even before the turn of the 
political trend in 1953-54 we had in several indi- 
vidual cases succeeded in reestablishing trading 
connections between countries which had no dip- 
lomatic relations. 

In the ECE Secretariat we were from the be- 
ginning convinced that technically the embargo 
policy was foreordained to become a failure— 
for reasons which are elaborated in the present 
book. From the numerous private discussions I 
had over the years with Western economists and 
trade experts I retain the recollection that this 
view was fairly broadly shared by them, espe- 
cially in Europe but often also in the United 
States, even if ordinarily they kept their heretical 
views to themselves. 

About the political dynamics of the escalation 
of the embargo policy in the first period my 
own view was that, together with changes of 
other factors instrumental in intensifying the Cold 
War, it formed part of a system of circular causa- 
tion with cumulative effects. Whenever, up till 
1953, the momentum in this movement tended to 
slacken, an action on one side or the other could 
be expected, leading to counteraction. This implies 
that the political events in these years represen- 
ted a strange sort of "cooperation" between the 
leaders of the two contesting power blocs. 

In this connection I should mention that I 
believed then, and still believe, that from the 
Stalinist point of view the Western embargo policy 
was on balance advantageous and therefore wel- 
comed under the circumstances. This explains a 
certain unmistakable hollowness in the Eastern 
propaganda against the embargo policy as carried 
on at the meetings of the ECE and other inter- 


governmental organisations where they met their 
adversaries; it explains also the complete unwill- 
ingness on their part to make any conciliatory 
move themselves. This in turn strengthened and 
satisfied the ardent cold-warriors in the opposite 
camp and disarrayed those who wanted to dampen 
the world conflict. 

Judged from the Stalinist side, the embargo 
policy gave the Eastern countries a complaint for 
use in the propaganda warfare that threw a burden 
of guilt on the Western bloc and specifically on 
the United States. That this was felt to be so by 
many in the West European allied countries and 
still more in other non-communist countries was 
very apparent. 

Moreover, the embargo lists—which, as I came 
to know, were never for any length of time un- 
known to the Eastern intelligence services—gave 
the planners in the communist countries impor- 
tant information for deciding upon what commo- 
dities they would have to produce, or try to buy 
in spite of the embargo, and stockpile in order 
to be safe in all emergencies. 

Above all, the export embargo served as a most 
important and almost incontrovertible argument 
for consolidating the communist bloc, which in 
these years, when the "communization" of the 
smaller Eastern countries proceeded, was a main 
policy goal of Moscow. It could be held up to 
demonstrate that for their economic development 
they had to rely upon each other and on the 
Soviet Union. Much that happened in these years 
testifies to Stalin's determination to keep down 
to a minimum the volume of these countries' eco- 
nomic and other relations with the countries in 
the Western bloc, and from this point of view the 
embargo policy came as a God-sent aid in further- 
ing his policy. 

Together, these positive gains to the Eastern 
bloc of the embargo policy were probably more 
weighty than the unavoidable economic disadvan- 
tages. The communist governments were them- 
selves in a much better position than their adver- 
saries to know how relatively ineffective the em- 
bargo was in its practical application. Keeping it 
ineffective undoubtedly carried its costs and in- 
conveniences but those were usually not excessive. 

The concept of circular causation, the role of 
the embargo policy as an important factor in the 
for a long time intensified Cold War and, more 
specifically, its usefulness for carrying out major 


Stalinist policy intentions are hinted at in the 
present book, although less systematically and 
with less stress than corresponds to my own assess- 
ments of the interactions of forces in the histori- 


cal process. 


The export embargo policy was on the Western 
side the main economic element in the pursuance 
and gradual stepping up of the Cold War. For 
those who have not had their attention directed 
to the opportunistic biases operating on research 
in periods of emotional strain, it may be surpris- 
ing that, as the author points out, this policy has 
been almost entirely neglected in the huge Wes- 
tern literature on the Cold War. Behind this is 
the further fact that exceedingly little specialized 
research has gone into the analysis of the embargo 
policy, its causes and effects. The large scale 
avoidance of this important problem in scholarly 
writings cannot be accidental. It is one of the 
many examples in recent times of the way in 
which the academic profession has accomodated 
itself to what the author calls the "climate of the 
Cold War". Meanwhile, the literature in the com- 
munist countries was empty of any detailed analy- 
sis or even attempts to ascertain the facts; when 
the issue was not entirely bypassed, it was dis- 
cussed in the stereotyped terms of propaganda 
generalisation. 

In the author's attempt to break this conspiracy 
of silence, the great lack of previous writings has 
of course been an obstacle. But it also means that 
this book, with its shortcomings, can aspire to be 
called something of a pioneering attempt. 

Another even more serious difficulty has been 
the extreme official secrecy of the West European 
countries, As the author points out, their govern- 
ments had an interest in avoiding public discus- 
sion of the administrative measures, often of 
doubtful constitutional validity, by which they 
complied to the embargo policy. To this I would 
add that both the members of parliaments, who 
were in the know, and the businessmen, who 
were implicated in the embargo policy, were usu- 
ally equally happy that these matters were not 
publicly discussed. The press usually collaborated 
patriotically by complete silence or great circum- 
spection when alluding to the matter. 

There were fewer inhibitions in the United 
States. Many members of Congress showed an 
often insulting carefreeness in discussing what 


they wanted other countries to become compelled 
to do, and in alleging their lack of compliance. 
The spokesmen for the American administration, 
however, had to give diplomatic consideration to 
the reactions of their allies. Being responsible for 
preserving good relations in the anti-communist 
alliance, they acquired an interest in not letting 
Congress know too much about the details of the 
embargo policy and its implementation. Even now, 
nothing like the full story is revealed in the public 
documentation of the United States. 

The author's attempt to analyse the results for 
trade and economic development in the communist 
countries of the embargo policy meets first the 
ordinary obstacles of disentangling the effects of 
one cause among many changes in a complex 
historical process. Moreover, the economic statis- 
tics for these countries, particularly during the 
years when the embargo policy was being intensi- 
fied, are entirely insufficient for rendering such 
an exercise very fruitful. It becomes highly specu- 
lative and can at best merely make more plausible 
certain broad limits to the conclusions which seem 
likely from even more general reasoning. 

To the abstract listing of the formidable diffi- 
culties the author has had to cope with should 
be added the scope of his inquiry. Though it is 
focused on the economic complex of problems, 
he has not avoided trying to observe and analyse 
the motivations of the embargo policy and the 
conflicts of interests and arguments of the several 
governments colluding in its implementation, the 
general political setting of this particular develop- 
ment, the legal and administrative means utilized, 


and so on. The librarian will hesitate before decid- 
ing whether to classify this book under the head- 
ings of economic or political history, international 
political science or international trade. 

Personally, I deem this character of the book 
as a merit, particularly in the present stage of 
research when most of the available and known 
data are still so spurious, to say the least. In 
reality there are no economic, or political, or 
legal, or historical, or, for that matter, psycho- 
logical or sociological problems, but simply pro- 
blems. More specialized research can only be 
remunerative when the complex problem-frame 
has been delineated. 

The author’s hope that his overall study 
should afford starting points for further research 
seems well founded. And I know that he is hum- 
bly aware that such research on many points may 
not only amplify but correct views that he has 
expressed. 

For my own part, I would add the further hope 
that this study and other studies to follow will 
press the responsible governments and their bu- 
reaucracies to open up their secret files. Without 
the honest blackmail of independent research— 
and free journalism—those in responsible posi- 
tions would prefer to hide their secrets for ever. 
'This I consider damaging to rationality in poli- 
tics and contrary to the spirit of democracy. 


Stockholm University, Institute for International 
Economic Studies, January 1st, 1968. 


Gunnar Myrdal 
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Terminology 


This book will describe the Western embargo 
policy against the communist part of the world. 
The terms the West or Western will throughout 
the text be used, not in any geographical sense, 
but as denoting all the “non-communist” or “capi- 
talist" nations of the world. In the same way, 
the East or Eastern will denote all those nations 
which in the West usually are called "communist" 
and in the East "socialist". East Central Europe 
consists of Albania, Bulgaria, Czechoslovakia, 
Eastern Germany, Hungary, Poland and Ruma- 
nia. Eastern Europe consists of East Central 
Europe plus the Soviet Union. 

According to Webster's Third New Internatio- 
nal Dictionary, the concept embargo means “a 
prohibition imposed by law upon commerce either 
in general or in one or more of its branches”. 
In this book the concept will also be used in this 
wide sense. The embargo policy is thus a sum- 
mary name for all the politically motivated re- 
strictions placed upon East-West trade in the 
period after 1947, 

The detailed regulations of the embargo policy 
have been formulated in embargo lists. There are 


three main types of such lists: the strict embargo 
lists, including goods that could not be legally 
exported to the East; the quantitative embargo 
lists, including goods that could be exported in 
closely regulated quantities; and the surveillance 
or the watch lists, including goods that could be 
exported, subject to special reports to the inter- 
national control body. These lists are further de- 
scribed in chapter 13. 

The international embargo lists were agreed 
upon inside a special international framework, 
called the CG, Cocom, and Chincom, or the 
Consultative Group, the Coordinating Committee, 
and the China Committee. The members of these 
groups, which are described in chapter 5, are the 
United States, Canada, Japan, Belgium, Den- 
mark, France, Western Germany, Greece, Hol- 
land, Italy, Luxembourg, Norway, Portugal, Tut- 
key and the United Kingdom. 

The embargo policy was designed to affect 
East-West trade. In the text we sometimes refer 
to the trade matrix. This is the comprehensive 
summary table which is to be found at the end of 
the book. 


Part I. Introduction 


Chapter One. Introduction, Summary and Implications 


I. THE PROBLEM 


The subject of this book is the Western economic 
warfare against the communist nations in the 
form of an embargo policy on so-called "strate- 
gic” goods. The history of this policy, which ori- 
ginated in the United States in 1947 and was 
reluctantly adopted by the West European go- 
vernments, will be described. An attempt will also 
be made to analyse both the political forces which 
created the policy, and the economic effects which 
it may have had on East-West trade and on the 
balance of power between the communist bloc 
and its Western adversaries. 

The essence of the policy is that the Western 
nations have created a joint institutional frame- 
work by which they are trying to stop or to con- 
trol the export of "strategic" goods to the com- 
munist nations. The central key to an understand- 
ing of the policy is to understand the meaning 
of the concept of a "strategic" commodity. The 
whole policy has been officially motivated by the 
necessity to stop allegedly "strategic" goods 
from being exported to the communist nations. 
It has been implemented in accordance with a 
great variety of lists of "strategic" goods. Goods 
which have been put on the lists have always been 
called "strategic"; when they have been taken 
off the lists they have become "non-strategic". 

What is a "strategic" good? This has been the 
central question of the Western policy, a ques- 
tion which has caused many internal Western 
quarrels. All parties concerned agree, for instance, 
that weapons, ammunitions and most atomic 
energy materials are strategic. But what about 
steel? The Americans tended to regard steel as 
strategic, remembering that the export of Ameri- 
can steel scrap to Japan had contributed to the 
Japanese attack on Pearl Harbor. The British 
considered steel to be a necessary ingredient 
also for the building up of a peaceful industry, 
and tended to say that a general embargo on all 
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steel products was not justified from a strategic 
point of view. What about rubber? The Ameri- 
cans, who had to import rubber, who spent much 
money on strategic stockpiling of natural rubber, 
and who for strategic considerations paid subven- 
tions for the production of synthetic rubber, quite 
naturally considered rubber to be a strategic com- 
modity. The British, who had a desperately bad 
balance-of-payments situation in the beginning of 
the embargo policy and whose export of rubber 
to the communist countries from the sterling area 
significantly contributed to the easing of the dol- 
lar shortage, tended to say that rubber was a non- 
strategic material Besides, they claimed, the ex- 
port of rubber paid for the import of grain from 
the Soviet Union, which was necessary for the 
workers in the British armament industries. 

The fact is that no simple definition of a “stra- 
tegic" commodity exists. Definitions which are to 
be found in the literature, such as "goods that 
were directly related to military strength",! or 
goods, "the delivery of which would bring the 
Eastern parties in a strategically unfavourable po- 
sition”,? are tautological. 

The complexity of the concept of a strategic 
good is well-illustrated by an official American 
document which discusses the factors that enter 
into the decision to declare a commodity as stra- 
tegic. These factors include, for instance: 


a) The “strategic rating” of each commodity, 
ie. how important it is to Soviet war potential; 

b) Known deficiencies in the war economy of 
the Soviet bloc; 

c) Which countries produce and trade particu- 
lar commodities and to what extent; 

d) The effectiveness of existing controls over 
commodities in particular countries; 

e) The effect of export restrictions in parti- 
cular countries in terms of ability to obtain es- 
sential imports, ability to find market for exports, 
and other economic and political factors in- 
volved.3 
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Fig. 1-1. Desired definition of "strategic" goods in 
Western Europe and the United States. 


It is evident that these criteria are wide enough 
to create conflicts over definitions when different 
Western nations had different interests in a parti- 
cular commodity. A sharp or precise definition 
has never been presented in the embargo litera- 
ture. Leon Herman has spoken about a "strate- 
gic good" as "an illusionary concept" and Osgood 
has complained about its "ambiguity, if not out- 
right absurdity”.4 

These judgements are equally valid for a sub- 
sidiary concept which has also been much used 
by the American Administration in defending its 
handling of the embargo policy, namely the con- 
cept of "net strategic advantage". On the assump- 
tion that trade is mutually beneficial to the two 
trading sides, this doctrine teaches that the em- 
bargo lists should include all goods which, when 
traded, give a greater advantage to the commu- 
nist side than to the Western side, and exclude 
all commodities which in trade give a "net stra- 
tegic advantage" to the Western side.5 The cri- 
teria for the necessary judgements involved are, 
however, not less unclear than those used to de- 
fine a "strategic" commodity. Both these con- 
cepts have mainly been used by the responsible 
agents of the American Administration in defend- 
ing different actions against the criticism of Con- 
gress. Both concepts have an aura of preciseness 
and rationality, which has tended to make an 
impression on some politicians. But none of the 
concepts has a preciseness which can be used in 
concrete decision-making. The great difficulty of 
the embargo cooperation in the West has been 
that no such operationally usable definition has 
been found, by which the borderline could be 
drawn among the many goods which lie inbetween 
those which all participants agreed were to be 
considered as strategic, or as non-strategic. 

One of the great difficulties in this search for a 
definition has been that any delimitation of the 
"strategic" goods has been strongly influenced by 
subjective factors. This arbitrariness has been 
clearly demonstrated in the actual policy. A defi- 
nition of the concept "strategic" does not express 
anything but the opinon of a speaker about what 
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he thinks should be embargoed, or the joint deci- 
sion of a policy-making body of what they agree 
should be prevented from reaching the other side. 
Thus, what has been included in the embargo lists 
are eo ipso "strategic" commodities for those who 
have drawn up the lists. When an American Con- 
gressman defines a plastic comb as a strategic 
commodity, he expressed nothing about the comb, 
but only his personal opinion that the comb 
should not be exported to the communists. 

In this way one of the essential features in the 
formulation of the Western embargo policy has 
been reduced to the search for a mutually accept- 
able compromise about what is, and what is not, 
a "strategic" commodity. The abstract defini- 
lions of "strategic" have been left aside, and in 
practice the embargo policy has rclicd upon enu- 
merative definitions, which have been constantly 
changed by allied consent. The development of 
the constantly changing policy can be abstracted 
into a movement along an S-NS axis, as shown 
in figure 1-1. Assume that along this axis we can 
group all commodities from S to NS in accord- 
ance with their diminishing strategic importance 
as conventionally understood. Those commodities 
which all agree are of a high strategic importance, 
like atom bombs, are to be found close to the 
S-extreme of the axis, and those which all agree 
are of a low strategic importance, like chewing 
gum, at the NS, the Non-Strategic, end of the 
axis. 

In the negotiations about the content of the 
joint Western embargo lists, the American side 
has taken a position much closer to the NS-end 
than the West Europeans throughout the policy, 
thus defining a wider range of goods as "stra- 
legic". The outcome of these negotiations can, as 
will be described below, be understood as a move- 
ment of the enumerative definition from close to 
S towards NS during the period 1947 to 1953, 
and back again towards S from 1954 until today. 
The differentiation of the policy will also require 
different S-NS axes for different areas. 

As will be shown, the definitions of "strategic" 
commodities, which have been desired by differ- 
ent subjects in the policy, have at different times 
been influenced by several factors. Among these, 
the aims of the embargo policy have been a main 
one. Some, especially in the United States, have 
wanted to conduct an outright economic warfare 
against the Soviet Union. Others, especially in 
Western Europe, have only wanted to weaken the 


military sector, as conventionally understood, of 
the Soviet economy. Those who have adhered to 
the first aim have also tended to adopt definitions 
of strategic goods which lic close to the NS-end of 
our axis, while the others, in their desired defi- 
nitions, have come much closer to the S-end. This 
correlation has been so strong that the move- 
ments on the S-NS axis can equally well be under- 
stood as an outcome of the fight between these 
two aims. The jointly adopted Western position 
on the axis can be understood as an expression 
for the strength of the arguments and the bar- 
gaining power amassed behind them at different 
periods of time. 

These movements along the S-NS axis, their 
causes and effects, are the subject of this book. 
The title of it, Western Economic Warfare, re- 
fers to the fact that at some periods the positions 
taken have come so close to the NS-end of our 
axis that the term “economic warfare” is clearly 
justified. The term has also been used in this con- 
text not only by East Europeans but also by 
American Congressmen and Western politicians 
and academic authors,® even if the officially pre- 
sented position always has been that the embargo 
policy has not implied any “economic warfare”. 
This official position is, however, part of the ex- 
tensive double-talk surrounding the whole policy, 
which has lead one Western author to the judge- 
ment that “in the whole history of the cold war, 
probably no issue in the large complex of East- 
West relations has been condemned to greater 
obscurity than trade relations between the two 
giant blocs".* 

Before summarizing the embargo policy along 
the S-NS axis, let us define some limitations on 
the subject treated, as well as some subjects which 
are not treated in full in this book. 


II. THREE LIMITATIONS 
ON THE SUBJECT 


1. Civilian goods 


First, the embargo policy is a combination of ex- 
port restrictions on both military and non-mili- 
tary commodities. To make a firm distinction 
between these two groups is impossible. The de- 
scription below will, however, follow a distinction 
which has been made by the American policy 
makers, and which excludes from treatment the 
purely military items of arms, ammunition and 


implements of war. No attempt is made to discuss 
the effects of the embargo on the purely military 
sectors of the economy, which is far outside of the 
author's competence. What is treated is thus the 
embargo on what conventionally is considered to 
be civilian goods. It is, however, evident that these 
goods often have a potential military use. 


2. 1947-1958 


Secondly, the limitation of the analysis to civilian 
goods leads to a time limitation. The American 
policy started in late 1947 and was from the be- 
ginning designed to affect also civilian goods. The 
American restrictions on civilian goods still con- 
tinue in 1967. In Western Europe, however, the 
governments have tried to restrict the embargo 
policy to military commodities. They did not suc- 
ceed in upholding this principle against American 
pressure in the late 1940's and early 1950's. But 
in 1954 they forced through a big revision of the 
restrictions on civilian goods, and by 1958, after 
a second main revision, the West European em- 
bargo lists can, by and large, be said to contain 
mainly goods of obviously military nature, includ- 
ing those electronic and other components which 
are important parts in the modern weapons sys- 
tems. Thus the stress in the book is laid on the 
period 1947 to 1958. After 1958 only the special 
U.S. policy, and its effects, have been included. 


3. Focus on Europe 


A third limitation is laid upon the subject from 
a geographic point of view. The embargo policy 
has been world-wide. Almost all the non-commu- 
nist countries have in one way or another coope- 
rated with the United States in its policy against 
all the communist countries. We will, however, 
focus our treatment of the embargo policy on the 
United States and Europe. The reasons for this 
limitation are not only the practical ones of dif- 
ficulties with languages and access to material 
for other areas, but more important is the fact 
that the embargo policy mainly affected the trade 
of the USA and Western Europe with Eastern 
Europe. This focus does not preclude the treat- 
ment of non-European events when they seem 
of particular interest. In order to cover the main 
events of the policy, two outlines about the em- 
bargo events against China and Cuba have also 
been added. 


Ili. WHAT IS NOT THE SUBJECT 


The choice of an important aspect of Western 
economic warfare for an intensive case study is 
a narrow one. The reader should from the be- 
ginning be aware of what he will not find here. 


1. Western economic warfare in general 


The focus of the book is on the restrictions of 
various kinds on the Western exports to the East. 
Some related restrictions, especially in the United 
States, will be mentioned, But the book does not 
intend to give a full treatment of the Western 
economic policy acts against the communist na- 
tions, whether they have consisted in discrimina- 
tory import restrictions, coordination of policy in 
the different Western Caucus-groups in the UN 
organisations, or foreign aid to underdeveloped 
countries where communist infiltration has been 
feared, or attempts to destroy Cuban sugar ex- 
port to the Soviet Union. A book covering all 
such aspects does, to my knowledge, not yet exist. 


2. Soviet economic warfare 


Neither is a treatment of Soviet economic war- 
fare given here. This may, from the reader's point 
of view, be one of the most serious deficiencies of 
the book, as the reading, by necessity, will give 
a one-sided picture. Nor can the reader be refer- 
red to a book which gives a balanced view of 
both Soviet and Western economic actions in the 
post-1945 Cold War, as it does not exist. If he 
wants to redress the balance from reading this 
book, he should read one of the Western, also 
somewhat one-sided treatments of the Soviet ac- 
tions, by e.g. Allen, Aubrey or Kovner.® 


3. The general Cold War 


Furthermore, this book is about one small aspect 
of the total Cold War. The importance of this 
aspect inside the Cold War cannot be given with- 
out a full study of the Cold War itself which, for 
Obvious reasons, cannot be undertaken here. Thus 
the relative importance of the embargo policy in 
the Cold War cannot be but guessed at. It is, 
however, the author's contention that the embargo 
policy at least has been relatively more important 
than its neglected place in the general Cold War- 
literature would suggest. 
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4. General East-West trade 


Finally, this book does not give a treatment of 
the general problems of East-West trade, Or of 
intra-Eastern trade, such as it has developed after 
the Second World War. Also such a book remains 
to be written. The scope of the present book is 
more limited, in giving only one up to now very 
neglected aspect of this broader subject. The read- 
er who wants to broaden his frame can find 
other parts of the picture in the works by e.g. 
Holzman, Pryor, Kaser or myself? and in the 
great number of small pamphlets which have ap- 
peared during the last years. 


IV. SUMMARY 


Having thus indicated what is and what is not 
the subject of this book, a summary of its con- 
tents and results will now be given. The picture 
which will be presented is considerably different 
from the one which is generally held in the West, 
and also from the one which the author had when 
he started this research work. This will be partic- 
ularly striking in the summary where the results 
and conclusions of the book are drawn together 
without references to the detailed evidence, 
brought together in the following chapters. The 
sometimes doubtful nature of this evidence is 
also stressed in chapter 2. If the differences be- 
tween the conventional view of East-West trade 
and the one here presented make the reader of 
this summary doubt my view, he should read the 
whole book before making his final judgement. 


1. 1947-1953 


« 


. the Muscovite, enemy to all liberty under 
the heavens, is daily growing mighty by the in- 
crease of such things as be brought to the Narve 
... by means whereof he maketh himself strong 
to vanquish all other ... We do foresee, except 
other princes take this admonition, the Musco- 
vite, puffed up in pride with those things that be 
brought to the Narve, and made perfect in warlike 
affairs, with engines of warre and shippes, will 
make assault this way on Christendom, to slay 
or make bound all that shall withstand him, which 
God defend."1o 

The spirit of this Polish warning, expressed in 
1568 against British trade with Russia, was re- 


vived in the United States in late 1947. The Cold 
War was an established fact, mutual East-West 
fears and suspicions had reached a high level, and 
the economic relations between the two halves of 
Europe had received a heavy blow from the im- 
possibility of creating an all-European coopera- 
tion in the Marshall Plan. It was in this already 
hostile political climate that the United States de- 
cided to add controls on export to the communist 
nations, to the arsenal of Cold War weapons. 

The first practical actions restricting Ameri- 
can exports to the communist nations came 
around the turn of the year 1947/48, when the 
U.S. Administration decided to revive some re- 
maining regulations from the Second World War, 
and use them for a complete control over the East- 
bound exports. In March 1948 the U.S. Congress 
also decided to add a special paragraph to the 
Foreign Assistance Act of 1948, connecting aid 
and trade, This paragraph was the first step in 
a chain of legislative actions which stipulated that 
the nations receiving U.S. aid had to conform to 
rules, laid down by the United States, concerning 
exports to the communist nations. These demands 
culminated in the so-called Battle Act of 1951, 
which is still in force. The threats of these laws 
to cut off American aid became a main bargain- 
ing weapon with which the West European gov- 
ernments were brought to cooperate in the em- 
bargo policy. They also became one of the found- 
ations for the Soviet accusations that political 
conditions were tied to all American aid. 

The main motive which can be identified be- 
hind these American actions was the desire to 
maintain the relative U.S. power superiority vis à 
vis the Soviet Union. During the first post-war 
years the United States was infinitely stronger 
than the Soviet Union. While the war had killed 
some 20 million Russians and destroyed much 
of the Soviet industrial capacity, the American 
economy had expanded by about 70 per cent dur- 
ing the war years. The Americans also had the 
atomic bomb monopoly. It was believed that an 
embargo on certain ranges of commodities could 
help effectively to maintain this superiority. This 
range of commodities had to be very wide, it was 
believed, as almost everything could be used for 
military production, directly or indirectly. To this 
a strong trend of anti-communist emotionalism 
was also added as a second main motive for the 
embargo actions. 

Even if the desire to cut off trade with the 


communist nations gained the upper hand in both 
the American Congress and Administration, it 
should be noted that a strong conflict did exist 
between the Administration and Congress con- 
cerning the measures which should be used to 
achieve West European cooperation in the em- 
bargo policy. Congress enforced some very hard 
and undiplomatic formal conditions, while the 
President and the State Department, who had to 
carry out the foreign policy, wanted to, and 
also did, use considerably softer means. U.S. aid, 
for instance, was never cut off by the President, 
in spite of some obvious European violations of 
the Congressional legislation. 

In the United States itself virtually all trade 
with the communist nations disappeared around 
1950, something which can be taken as an indi- 
cation of how many Americans would have liked 
to enforce the embargo policy also in Western 
Europe. (Chapter 3.) 

In Western Europe, however, the attitutes to- 
ward trade with the communists were totally dif- 
ferent. No one objected to export restrictions on 
those goods which conventionally were under- 
stood as being of strategic nature, and most coun- 
tries had special legislation taking care of this 
problem. But when it was suggested that what was 
conventionally understood as peaceful trade 
should be cut down, the Europeans showed a 
strong reluctance to cooperate. When the Ameri- 
cans tried to force their will upon the Europeans 
by the Battle Act legislation and similar proposals, 
they were exposed to vehement attacks by West 
European newspapers and sharp criticism by West 
European politicians. 

The West European reluctance to accept the 
American proposals was based on both economic 
and political considerations. Economically the 
West European nations had by tradition a much 
greater interest in East- West trade than the Ameri- 
cans, and this trade could, potentially, also de- 
crease the heavy post-war European dollar short- 
age. Neither did the West European governments 
believe that the embargo policy was an efficient 
means by which power superiority could be main- 
tained. Politically, the West Europeans resented 
the undiplomatic manner by which the U.S. tried 
to win cooperation, and disliked the American 
demands that already signed contracts and trade 
agreements with the communist nations should be 
unilaterally broken by the Western nations. It was 
also believed that the policy would tend to push 
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Eastern Europe together much more tightly than 
a more open trade policy, thereby increasing the 
difficulties of re-establishing an economically 
united Europe. This last argument was particu- 
larly important in Western Germany, where the 
German reunification issue dominated the think- 
ing. 

However, the American aid to Western Europe 
in the years around 1950 was several times larger 
than the total turnover of East-West trade, and 
as the West European governments did not want 
to run the risk of the Americans carrying out 
their threat to cut off this aid, they evidently had 
a great interest in showing some cooperation with 
the Americans on the embargo policy, and so they 
did. (Chapter 4.) 

The initial bargaining position can thus be de- 
fined as an American wish to extend the defini- 
tion of “strategic” goods to almost the whole 
of our S-NS axis, while the West Europeans 
wanted it to apply only to a small part of the 
S-end of the axis, as showed in figure 1-1. 

This relative position, with the U.S. wanting to 
apply the definition of "strategic" to a wider 
range of goods on the S-NS axis than the West 
European governments wanted, has been main- 
tained all through the policy, from 1948 till 1967, 
even if the positions on the axis have changed. 

In order to overcome these differences and to 
achieve an efficient Western cooperation in the 
embargo policy, an institutional framework, the 
CG-Cocom-Chincom, was created. CG, the Con- 
sultative Group, and Cocom, the Coordinating 
Committee, were both created on November 22, 
1949. CG was a policy-guiding committee on the 
ministerial level which met rarely, while Cocom 
was a permanently working group that was to 
draw up the joint embargo lists of the goods that 
should be controlled. Chincom, the China Com- 
mittee, was created in 1952 and was merely an- 
other version of Cocom, meeting to discuss the 
special problems of the embargo policy against 
China. During the first years of their existence, 
up to 1953, the work of these groups was kept 
completely secret; even their innocuous names 
were considered classified material. They still 
exist in 1967, and all their work is still formally 
secret. The members of these two groups are Ja- 
pan and all the NATO-members except Iceland, 
that is, USA, Canada, Denmark, Norway, Eng- 
land, France, Belgium, Luxembourg, Holland, 
Italy, Greece, Turkey, Portugal and Western Ger- 


6 


many. This institutional framework has had no 
foundation in any formally binding international 
treaty, but has been considered as a "gentle- 
men's agreement" only. In spite of this it has in 
reality functioned as an international treaty with 
binding effects on the participating nations, 

In order to make the policy efficient it was ne- 
cessary to close the loop-holes for trade al! around 
the world. Thus not only the West European 
NATO-members were included in the system. 
The United States concluded bilateral agreements 
with more than 50 nations in the West, concern- 
ing restrictions on trade with the communist na- 
tions. However, these arrangements were not al- 
ways as efficient as desired by the most outspoken 
American embargo proponents. Not only did 
many Western businessmen circumvent the rules, 
and several Western governments close their eyes 
to these circumventions, but it even seems as if the 
governments to some degree cooperated in hood- 
winking the U.S. Congress, both in drawing up the 
embargo lists inside Cocom, in granting many 
more exceptions to the U.S. legal rules than were 
intended by Congress, and in keeping Congress 
uninformed about the actual cooperation inside 
Cocom. 

The actual difficulties in the decision-making 
process surrounding the embargo policy, as well 
as in executing the trade restrictions agreed upon 
in Cocom, and in legitimizing and sanctioning 
the policy, have been great. (Chapter 5.) 

Two special difficulties for the policy were 
created by Germany and by the neutral nations, 
Sweden and Switzerland. In Western Germany 
the export regulations were formally harder than 
in the Cocom nations during the first years of the 
policy, but because of certain allied regulations 
about intra-German trade, the possibilities to 
smuggle through Germany were very great at least 
up to 1951. 

Sweden and Switzerland were neutral and could 
thus not cooperate in the CG-Cocom arrange- 
ments. Both countries participated, however, in 
the discussions preceeding the formation of Co- 
com. Even if both countries insist that all restric- 
tions which were actually laid on trade with the 
communist nations were undertaken as purely na- 
tional actions, there is much that indicates that in 
reality they cooperated to a considerable extent 
with the Cocom group in Paris. This was mainly 
done through the embassies of the greater Cocom- 
nations in Stockholm and Berne. (Chapter 6.) 


Eastern Europe did not have much chance of 
affecting the formulation of this Western eco- 
nomic warfare. They tried early on to raise the 
problem in several international organisations, 
mainly in the U.N. Economic Commission for 
Europe, but never with any result. Thus it was 
only left to Stalin to make the best of the embargo 
policy as an existing fact. Several politicians in 
both the East and the West also believe that Sta- 
lin did exploit the situation to his own advantage. 
Not only did he try to sow the seeds of disunity 
inside the West by making the businessmen of 
each country believe that their competitors in the 
other Western nations could trade much less re- 
stricted by the embargo than themselves. More 
important may be that the embargo policy, being 
a very evident and forceful example of Western 
hostility, could be used by Stalin to push the bloc 
together in a harsh manner, blaming the harsh- 
ness of a policy he anyway had intended to real- 
ize, on the Western embargo actions. 

There is no evidence that the communist na- 
tions organized a counter-embargo on lines si- 
milar to the Cocom ones. This, however, was 
not necessary, as the Eastern trade monopolies 
are of the nature that any corresponding coope- 
ration could easily be executed through them. 
Trade development in some commodity groups 
also suggests that such cooperation actually did 
take place in the East. The communist nations 
also organized smuggling channels for embargo 
goods which seem to have been comparatively ef- 
ficient. (Chapter 7.) 


2. 1953-1967 


The long, slow retreat on the embargo policy, 
which is still not completed, started in 1953. The 
Cocom embargo lists reached their maximum 
length in 1952-1953. Since then they have been 
much shortened, especially during the years 
1954-58. 

In 1953 Stalin died, a slight easening up of the 
deep-frozen East-West relations took place, a 
truce was signed in Korea, and the existence of 
a power stalemate in Europe was realized. In the 
economic sphere a slight recession in the West, 
increased Soviet activities to break down the em- 
bargo restrictions, and an innovational approach 
by the Economic Commission for Europe, com- 
bined to revive the volume of East-West trade. 
To this was added a realization in Western Eu- 


rope that the embargo policy had failed. It could 
not be shown that the embargo policy from any 
single point of view had produced those results 
which its spokesmen had hoped it would. Neither 
in the economic, the military or the political 
spheres could it be proven that the embargo had 
had any positive effect for the Western side of the 
power struggle. (Chapter 8.) 

The political and economic developments, com- 
bined with the non-realized results of the embargo 
policy itself, created a pressure in Western Europe 
for a relaxation of the extensive embargo lists 
which Cocom had established. During the first 
half of 1954 the Western powers negotiated in- 
tensely among themselves. The United States de- 
sired as restricted a revision as possible, while the 
West Europeans wanted to cut down the lists con- 
siderably. In February 1954 Winston Churchill, 
then Prime Minister, made a forceful speech to 
the U.K. Parliament to support the West Euro- 
pean position. Half a year later, in August, the 
American side had to agree to a revision of the 
embargo lists which went much further than the 
U.S. negotiators had originally intended. 

The 1954 revision did not apply to China, but 
only to Eastern Europe. Almost immediately the 
West Europeans started to criticise what came to 
be called “the China differential”, that is, the 
fact that China could buy the goods that were 
on the China lists but not on the ordinary Co- 
com lists through Eastern Europe. The West 
Europeans considered this state of affairs to be 
irrational, while the Americans defended it 
strongly. In 1957, after long negotiations in which 
the United States had refused to accept any relax- 
ation in the controls against China, the British 
government decided to go it alone. They informed 
their partners in Chincom in Paris that they in- 
tended, unilaterally, to abolish the China differ- 
ential, and to use the same Cocom list against 
both Eastern Europe and China. This is the only 
reported occasion when the differences inside Co- 
com and Chincom have resulted in an open quar- 
rel, instead of in a compromise solution, a fact 
which in itself testifies to the strength of the 
"gentlemen's agreement", The British were at 
once followed in their unilateral decision by all 
the West European nations, while the United Sta- 
tes has continued a complete embargo on all 
trade, both exports and imports, with China. The 
U.S. embargo is still in force in 1967. 

A second major revision in the Cocom lists 
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took place in 1958, under circumstances which 
were similar to those of 1954, The American side 
wanted to maintain as broad a definition of stra- 
tegic goods as possible, and the West Europeans 
wanted to have as restricted a definition as pos- 
sible. The European side seemed to have reached 
most of what it wanted. After 1958 almost all ob- 
servers agree that the Cocom lists, which still 
exist in 1967, mainly include goods which are 
conventionally understood as having a "strate- 
gic” importance. The range of goods covered by 
the embargo lists on the S-NS axis has been small 
after 1958, according to estimations by the U.S. 
Secretary of State, Dean Rusk, perhaps one tenth 
of the whole axis. The details on the lists have 
been scrutinized in yearly revisions. (Chapter 9.) 

The joint Western Cocom restrictions over ex- 
ports to the communist nations have been so short 
during the last years that even Soviet commenta- 
tors have said that they were of no importance. 
Contrary to this, the United States has, for itself, 
continued a very intensive export control also af- 
ter 1958. There has, however, been an intensive 
debate going on in the U.S. about these controls, 
ever since, already in the context of the Polish 
upheaval in 1956, the Administration introduced 
the idea that an increase in East-West trade may 
help to increase the independence of the East 
Central European nations from Moscow. In this 
debate it is obvious how the Administration has 
grouped for greater flexibility from Congressio- 
nal restrictions, but how Congress has consistently 
refused to give up its tight supervision of the 
field. Some changes of U.S. regulations have 
taken place, but the U.S. restrictions are still con- 
siderably more extensive than corresponding re- 
gulations in Western Europe. (Chapter 10.) 

It is today impossible to maintain the original 
embargo motives, that the American restrictions 
over East-West trade to an appreciable extent 
can slow down the rate of growth of the Soviet 
economy or of the military sector of that economy. 
Instead there have materialised a great variety 
of explanations and justifications for the main- 
tained regulations. A scrutiny of the most impor- 
tant of these shows, however, that even if they 
point to real problems in other contexts, these ex- 
planations provide a doubtful justification for the 
export regulations as such. It is easy to get 
the impression that the policy makers in the 
United States, particularly in Congress, have be- 
come so committed to the embargo policy that 
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they cannot even discuss whether it may have 
been a failure and should be abolished. Instead 
they simply maintain the embargo restrictions and 
try to justify them with any possible explanation 
that can be grasped at. (Chapter 11.) 

The post-1958 unilateral American embargo 
policy would be mainly a matter of American 
concern had the United States not also tried to en- 
force it in the rest of the non-communist world. 
Sometimes when the cooperation in Cocom fails 
they do so by recourse to other Western organi- 
sations. NATO, EEC, and the Berne Union were 
for instance, involved in the two much publicized 
cases of the steel pipe embargo in 1962-63, and 
in the form of time limits on the credit guaran- 
tees in 1963. Sometimes the Americans try to en- 
force domestic American legislation also in West- 
ern Europe and other areas. This has created 
much irritation in the nations exposed to these 
foreign regulations. (Chapter 12.) 


3. Quantifications 


In part IV of the book some quantifications are 
attempted. First, the relations between the many 
different embargo lists are described. A highly 
approximate calculation indicates that when the 
Cocom embargo lists were at their maximum 
length, they are likely to have comprised at least 
30, and probably close to 50 per cent of all com- 
modities which enter into international trade. 
(Chapter 13.) 

A study of the development of post-war East- 
West trade from the embargo point of view re- 
veals that this development shows a good co-vari- 
ation with the embargo policy. Trade shows a 
slight absolute fall between 1948 and the first half 
of 1953 and the relative share of East-West trade 
in world trade decreases by almost half, from ap- 
proximately 4 to 2 per cent. However, a number 
of other possible explanations which have been 
advanced in the literature, such as an independent 
communist wish for autarky, Eastern lack of ex- 
port capacity, the Korean War, and the liberaliza- 
tion inside OEEC, also come into the picture. It is 
impossible to establish any fixed causal relations. 

It is, however, established that the actual de- 
velopment of East-West trade during the first half 
of the 1950's was considerably below what, by 
any standard, could be called a "normal" level 
and also below some early expectations both in 
the United States and in Western Europe. Especi- 


ally important is a projection of East-West trade 
expansion made by OEEC in 1948, which 
strongly suggests that the intra-Western liberaliza- 
tion inside OEEC has not been an independent 
cause of the early trade development. 

A detailed study of both the direction and the 
structure of the trade does give an indication 
that the embargo policy has been an important 
factor in the development. There is a noticeable 
difference in the trade development between the 
Cocom nations, the neutral nations, and the "tied" 
nation of Finland. The picture is, however, far 
from clear, as several other factors must be taken 
into account, including the fact that the reported 
statistics may omit an amount of smuggled trade 
in the embargoed commodities. (Chapter 14.) 

These difficulties in assigning responsibility for 
the development of East-West trade to various 
possible factors, prove to be less important when 
we try to find the effects of the embargo policy 
on the Soviet economy. It is here assumed that 
the whole decrease of this trade under an also 
assumed "normal" level is due to the embargo 
policy. If the spokesmen for the embargo policy 
are unwilling to accept this responsibility, they 
must also accept the fact that the policy has been 
even less efficient in affecting the Soviet economy 
than is indicated by our maximum assumptions, 

In one "numerical exercise" which is exceed- 
ingly generous in assigning effects to the embargo 
policy, it is indicated that the policy potentially 
could have delayed the Soviet economic develop- 
ment during the whole of the 1950's by as much 
as one year, had the Soviet Union not underta- 
ken countermeasures. In a slightly less unrefined 
calculation, with less “generous” assumptions for 
the embargo policy, it is indicated that for the 
decade of the 1950's the retardation of the growth 
of the Soviet combined military and investment 
sectors may have amounted to some four months, 
had the Soviet Union not undertaken any counter- 
measures. 

In a comprehensive scheme for possible So- 
viet countermeasures, many of which have been 
illustrated earlier in the book, it is indicated that 
the Soviet Union actually had great possibilities to 
nullify some of these growth retarding effects. It 
is impossible to make any exact quantification of 
these countermeasures, but the combination of a 
few available figures suggests that we may be justi- 
fied in assuming that at least half of the effects 
of the embargo could easily be compensated for. 


If this is accepted, the growth retarding effects 
given above should also be cut to half. (Chapter 
15.) 

Finally, in part V, only a short outline is given 
of some of the special features of the embargo 
policy against China, partly summarizing what 
has been mentioned in the main part of the book, 
partly adding some material, especially on the ef- 
fects of the embargo on the Chinese economy. 
(Chapter 16.) A similar outline is also given on 
the U.S. economic warfare against Cuba after 
1959. (Chapter 17.) 


V. FOUR WIDER IMPLICATIONS 


A number of conclusions for different aspects of 
the embargo policy will be presented in their ap- 
propriate places in the main parts of the book. 
Here we will present four more general implica- 
tions, which this study does not prove, but towards 
which it may be said to point. 


1. The overall efficiency of the embargo policy 


From looking at all the facts presented in this 
book it is hard to avoid the overall conclusion that 
the described embargo policy has been a failure. 

The embargo policy has undoubtedly carried 
with it a certain cost for the Soviet economy. 
This cost, however, has been small. It cannot even 
be proved that it has hurt the Soviet military sec- 
tor at all, as internal reallocations may have shif- 
ted over the whole burden to the consumption 
sector. Thus the main rational motive for starting 
the embargo policy has proven to be badly 
founded. 

This doubtful gain should be weighed against 
some other facts. Inside Eastern Europe the em- 
bargo policy may actually have helped Stalin to 
carry out a harsh centralization by providing a 
scapegoat for many of the economic difficulties. 
In East-West relations the embargo policy has 
clearly been a factor of great irritation to both 
sides, implying profits of trade foregone also in 
Western Europe. But it is not possible to show 
that it has improved the Western position in the 
power struggle. Inside the Western alliance itself, 
the embargo policy has evidently been a great 
nuisance, and the United States has lost much 
political goodwill because of its stubborn insist- 
ence, and the harsh methods used in pressing 
through its will. 


The balance between all these factors seems 
to indicate a clear loss for the United States, as 
the country mainly responsible for the embargo 
policy. 


2. Efficiency of embargo policies in general 


Each single historical embargo policy must, of 
course, be treated on its own merits. But if any 
gencral conclusion may be drawn from this study 
of one single embargo case, it is that an em- 
bargo policy can hurt but it hardly ever kills. 
This inductive conclusion is supported by other 
experiences, such as the Western embargo meas- 
ures against Russia in the first years after the 
Revolution, and by the Arab embargo actions 
against Israel. It may gain even more support 
from the fact that more drastic actions against the 
economy of an enemy, such as the allied bombing 
of Germany in the Second World War proved 
to be relatively ineffective. Post-war American 
studies have shown that “even under blockaded 
wartime conditions, substitutes for the materials 
denied or destroyed were rapidly developed and 
factories were quickly reconstructed by transfers 
of machinery from other less essential indus- 
tries."104 

It seems to be a valid conclusion that those 
who today propose embargo actions of different 
kinds against different areas should at least be 
required to show that a considerable degree of 
probability does exist that the proposed actions 
are likely to lead to the desired ends. The same 
applies to those who in the American Congress 
still advocate the return to a virtually complete 
embargo on trade with the communist nations. 
The burden of proof is clearly on those who claim 
that an embargo policy is an efficient instrument 
of foreign policy. Experience seems to indicate 
the contrary. 


3. The dangers of the embargo policy 
to Western institutions 


“It is ironic that the curtailment of freedom in 
the West has been chiefly due to the belief that 
the West is fighting for freedom.” This general 
statement by Bertrand Russell!! is particularly 
true with respect to the curtailment of Western 
freedom in foreign trade. One of the more deplor- 
able consequences of the embargo policy, from 
the point of view of the West European business 
communities, is the restrictions and controls 
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which have been placed on the free flow of com- 
merce, These controls have not only been restric- 
ted to those goods which have been considered 
strategic. To achieve efficiency in stopping the 
exports of these goods it has been necessary to 
introduce controls over almost all trade, over in- 
ternational banking activities, over transit trade, 
over free ports, and also by putting those who 
have not conformed to the rules on more or less 
secret blacklists or graylists, with grave economic 
consequences. 

This has led the embargo policy into methods 
which are of a nature usually associated with the 
communist system in wide circles in the West. 
This can be shown by the following facts: 


a) that the US trade policy towards the com- 
munist nations has been much more directed 
by political decisions than by economic factors; 

b) that these political decisions have been carried 
through by means of great secrecy in the policy 
coordination with allied nations; 

c) that in implementing the policy doubtful legal 
practices have been used; 

d) that the policy decisions have made American 
economic intelligence work necessary, and not 
only against the communist countries; 

e) that power pressure has been put on reluctant 
allied nations in a way which should be alien 
to a voluntary alliance.!? 


It is hard to avoid the conclusion that in the 
belief that they were fighting for freedom with 
the arms of embargo controls, the Western policy- 
makers have actually curtailed the cherished 
Western freedom to trade, and introduced politi- 
cal methods which are usually attributed to the 
communist system. 


4. The deficiencies of the conventional 
East-West trade analysis 
One conclusion which can be drawn from this 
book is that the currently dominating analysis of 
post-war East-West trade is seriously deficient. 
These deficiencies relate especially to the oft-re- 
peated and one-sided statements about politically 


directed trade, and about autarky strivings in the 
communist nations. 


A. Politically guided trade 


It is conventionally claimed in the Western litera- 
ture that the foreign trade of the communist na- 
tions is guided by political and not by econo- 


mic criteria.!3 If this is understood to mean that 
communist foreign trade potentially can be, and 
in a number of cases actually has been used for 
political purposes, then the statement is correct. 
But if it is claimed that the present volume, di- 
rection and structure of communist trade is not 
heavily influenced by economic criteria, then it is 
false. Present communist trade is clearly directed 
by a mixture of both economic and political con- 
siderations. 

However, in stating the importance of the po- 
litical element in communist foreign trade, the 
Western authors often forget to add that the po- 
litical element has played a big role also in the 
West in the sector of East-West trade. In the inter- 
war period the Soviet Union was exposed to a 
range of politically motivated trade actions and 
after the Second World War all the communist 
nations were exposed to similar politically moti- 
vated actions from the Western nations. One con- 
clusion which can be drawn from this book is 
that if we are seriously interested in understand- 
ing, and only in understanding, the development 
of East-West trade, we have to recognize that 
the economic and political criteria are closely in- 
terconnected on both sides. 


B. Communist autarky 


Another deficiency in the dominating Western 
East-West trade literature is the common but usu- 
ally superficial reference to Soviet or communist 
autarky as a main factor in the explanation of 
the low level of trade. What is deficient is not 
that autarky is brought into the analysis, where it 
evidently belongs, but that the reasons behind the 
autarky tendencies, among which the expected and 
actual Western policy is a main one, are neglected. 

As will be pointed out in the main text, it is 
evident that the strong tendencies to autarky 
which existed in Eastern Europe under Stalin 
were, in part, directly caused by the described 
embargo policy. When the Western powers re- 
fused to export a wide range of goods to Eastern 
Europe, they forced a corresponding degree of 
autarky upon the communist nations. Fears that 
the embargo lists might be extended to still other 
goods also induced an economic planning aimed 
at becoming invulnerable to such external distur- 
bances. 

The Eastern autarky and the Western embargo 
policy are inseparable elements in any explana- 


tion of the East-West trade development during 
the last twenty years. One cannot be treated, or 
even mentioned, without the other, if we want to 
give a just picture. Both elements are also strongly 
influenced by the development of the Cold War 
in general, in which they also form active, if per- 
haps less important parts of the vicious circle. 

This interdependence should, however, not be 
understood to mean that the Eastern autarky can 
be fully explained by the embargo policy. These 
communist tendencies go much further back. 
They are to be found, for instance, in the dis- 
cussion in Russia in the last century whether the 
country should modernize with or without the 
help of Western Europe. At that time they were 
based on an infant industry argument, which the 
Marxists later developed into a theory for creating 
dynamic comparative advantages. Since 1917 the 
communist autarky has also been based on expec- 
tations of behaviour in the surrounding hostile ca- 
pitalist world, which the Western actions time and 
again have proven to be justified. Actions and 
reactions have reinforced each other into what 
can be called a “vicous circle of autarky in East- 
West trade”.14 

The rapid growth of the foreign trade of the 
communist nations since 1953 should, however, 
cast some doubts about the correctness of the re- 
peated reference to communist autarky as a do- 
minating explanation for present East-West trade. 

After 1953, and particularly from 1955 to 
1960, the foreign trade of the communist nations 
has grown more rapidly than world trade in gen- 
eral.14a The level of East-West trade may still 
be considered low, but in view of the necessity 
for changes and adaptations in the internal re- 
source allocations concomitant with a rapid ex- 
pansion of foreign trade, the question may be 
raised if the communist trade expansion during 
the last fifteen years does not indicate a slow but 
steady wish to overcome earlier autarky tenden- 
cies. 

It should also be stressed that the communists 
have not invented autarky. Far from it. “Because 
it was self-sufficing, each State claimed to be self- 
governing: avtonomia flowed inevitably from av- 
tarkeia. Home-Rule and Self-Sufficiency are ... 
almost convertible terms"!5, says Ernest Barker 
about the Greek city-states who jealously guarded 
their autonomy. 

This desire not to expose its autonomy to risks 
of attacks from the capitalist world has been a 
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strong undercurrent in all communist foreign 
trade thinking during the last fifty years, Un- 
doubtedly it would have operated also during the 
last twenty, even if the West had not started an 
embargo policy. This undercurrent will also con- 
tinue to flow in the foresceable future, even if it 
is likely to lose force. It has been temporarily rein- 
forced by the embargo policy described in this 
book, and it will still be reinforced by new meas- 
ures or even by unrealized proposals of new meas- 
ures of the embargo type. The same undercurrent 
is, however, also operative on the Western side. It 
has been evident, for instance, in the Western 


restrictions on oil imports from the Soviet Union — 
and in the American policy to warn the un— 
derdeveloped nations against too much trade with 
the Soviet bloc.1¢ 

The conclusion must be that if we want to- 
explain the low level of East-West trade by point- 
ing to the communist autarky, we must also point 
out that in part this autarky has been directly 
caused by Western embargo actions; in part it is 
an outflow of a traditional fear of becoming too 
dependent on a potential adversary, a fear which 
has been shared, also in actions, by the Western 
nations.!7 


Chapter Two. Notes on Methods, Sources and Value Premises 


Such being the nature of our subject and such our way of arguing in our discussions of it, 


we must be satisfied with a rough outline of the truth and... 


with broad conclusions. It 


is a mark of the educated man and a proof of his culture that in every subject he looks 
for only so much precision as its nature permits. 


The following chapters cannot be properly un- 
derstood and evaluated unless the reader has been 
informed about some methodological considera- 
tions underlying the presentation, as well as about 
the nature of the sources on which it is based, and 
the value premises of the author. This necessary 
background information will be given in this 
chapter. 


I. A NOTE ON METHODS 


1. Basic principles 
The choice of method has been decided by the 
intentions behind the book and by the availability 
of material. The intentions have been to describe 
and to analyse the facts about the Western em- 
bargo policy against communist nations after the 
Second World War. 

The first task was to collect as many facts as 
possible, and the second to bring them together 
in some Kind of a coherent pattern. In so doing I 
have mainly been guided by two principles, 
strongly advocated by Gunnar Myrdal. The first 
one is Myrdal's definition of a theory as a “lo- 
Bically correlated set of questions to the mate- 
rial" The second is that the questions posed 
should be of a high degree of relevance for ex- 
plaining reality. 


12 


Aristotle, Ethics, 1:3. 


The arrangement of the material, by and large, 
corresponds to a coherent set of questions posed 
to the available material. Each following chapter 
is centered around a main question, and within 
each chapter a number of secondary questions are 
treated. But the questions posed should also have 
relevance for explaining reality. This principle has 
helped to limit the treatment of the questions to 
manageable proportions. The investigation has 
not been pursued into details, where the degree 
of relevance of possible answers has appeared to 
be low. 

This principle of relevance may help to explain 
what to some may appear as lack of methodolo- 
gical rigour. As one author has put it:! 


"It has been observed that methodological ri- 
Bor can be obtained only at the price of dealing 
with relatively insignificant problems, whereas the 
investigation of significant problems suffers from 
a lack of this rigor." 


The nature of the chosen problem is such that 
a complex of different factors, usually relegated 
to different academic disciplines, needs to be treat- 
ed. The main ingredients are economic, political 
and legal elements. In trying to respond to the 
Often voiced request for an integration of the so- 


cial sciences, I have been stimulated by the unat- 
tainable aim, formulated by C. Wright Mills: 


“Realize that your aim is a fully comparative 
understanding of the social structures that have 
appeared and that do now exist in world history. 
Realize that to carry it out you must avoid the 
arbitrary specialization of prevailing academic de- 
partments. Specialize your work variously, ac- 
cording to topic, and above all according to sig- 
nificant problems. In formulating and in trying to 
solve these problems, do not hesitate, indeed seek, 
continually and imaginatively, to draw upon the 
perspectives and materials, the ideas and methods, 
of any and all sensible studies of man and society. 
They are your studies; they are part of what you 
are a part of; do not let them be taken from 
you by those who would close them off by weird 
jargon and pretensions of expertise."? 


2. The economic element 


Inside this complex of different social science ele- 
ments the main stress will be placed on the eco- 
nomic aspects of the embargo policy. Essentially 
this is a study of cold economic warfare. It has 
been suggested to me that in treating the actual 
embargo policy, I should take my methodological 
starting points in the theories of economic or 
trade warfare, as established inside the theory of 
international trade. Not many such studies are to 
be found but some exist. They are, however, of 
no great use in this context. Commonly they start 
out from the usual assumptions of international 
trade theory. 

Even if these strict assumptions are sometimes 
relaxed, the studies retain such an abstract char- 
acter that they assume away most of those prob- 
lems which we will find to be crucial for a prac- 
tical case of economic warfare, such as the ac- 
tual trade substitution possibilities in a multi-na- 
tional world, the actual production substitution 
possibilities in an attacked multi-commodity na- 
tion or area, and the "speed of attack as well 
as the esprit de corps of the citizens,"4 which is 
necessary to achieve efficiency of an act of trade 
warfare. Moreover, these studies assume an eco- 
nomic rationality in acting, which often may not 
exist, and which certainly has not motivated all 
the actions which make up the presently treated 
embargo policy. Finally, the conclusions of these 
studies are not very impressive, even if they are ri- 


gorously derived. That economic warfare may be 
waged through a conscious turning of the terms of 
trade against the enemy, for instance with the help 
of an optimum tariff, is a rather trivial, almost 
tautological statement. 

To adopt these foundations for the study of 
the economic warfare here treated would have 
meant writing a completely different book. It has 
not been done as I have not intended to estab- 
lish or investigate any general theory of economic 
warfare. I have tried to show up the salient fea- 
tures of one actual case, in the hope that this 
possibly may contribute to a later formulation of 
a theory with somewhat greater relevance for real- 
ity than the existing one. 

In treating the economic aspects of this one 
actual case of trade warfare I have used very 
simple methods, mainly consisting in explicit 
quantifications of some relevant aspects, like the 
streams of East-West trade, the magnitudes of 
U.S. aid used as policy pressure, the relations 
between foreign trade and GNP in some relevant 
nations, etc. Lack of data, and their deficiencies, 
as well as the often infinitesimal quantities involv- 
ed, do not seem to motivate more refined models. 


3. The political elements 


The Cold War has not been extensively treated 
in the economic literature. Contrary to this, there 
is a great wealth of Cold War literature inside 
political science.5 Hundreds of articles and scores 
of books have been devoted to this theme. Very 
few of them, however, even mention the existence 
of the strategic embargo, and those which do, 
only in passing. Two unpublished theses by Su- 
chati Chuthasmit and Theodore Kent Osgood are 
the only exceptions. Not even those authors, for 
instance D. F. Fleming and David Horowitz, who 
concentrate their attention on the American acts 
of cold warfare take up the U.S. embargo ac- 
tions. 

In this book I try to give an outline of some 
facts typically treated in political science. The 
most important power subjects concerned with the 
embargo policy are presented. The basic facts 
about the decision-making processes are de- 
scribed. Both the situational data surrounding the 
process, as well as such psychological concepts as 
attitudes, feelings, and motivations, which affect 
the decision-making are treated. 
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4. The legal elements 


The legal elements in the embargo policy have 
mainly been treated in passing. The reason for 
this negligence is that even if law is a most im- 
portant connecting element between economics 
and politics, it is impossible to follow it inside 
the embargo policy. Except for the United States, 
the laws which have guided this policy have been 
of a general nature, mostly not even officially 
connected to that policy. The administrative pro- 
cess by which these laws have been implemented 
has mainly consisted of ad hoc decisions, a study 
of which, perhaps, could help to reveal the de- 
velopment of the guiding principles of the em- 
bargo policy, had they not to a very large extent 
been secret. 


5. Integration of the different elements 


A main problem has been how these different ele- 
ments of economics, politics and law should be 
woven together. There are no set standards for 
this kind of interdisciplinary approach. The main 
expository device chosen is that the different ele- 
ments have been connected around the time axis. 
The relevant questions put to the material in parts 
II and Ili are all of the simple sort, “What hap- 
pened in this period?" The different areas involved, 
mainly the United States, Western Europe, East 
Central Europe, and the Soviet Union, have been 
used for the sub-division of the questions inside 
each period. 

The chronological exposition in these two 
parts has been supplemented by three special 
questions in part IV. There we try to quantify 
the length of the embargo lists, to investigate the 
development of East-West trade after 1947 and 
the effects of the embargo policy on this trade, 
and to find out how effective the embargo policy 
has been in slowing down the rate of growth of 
the Soviet economy. 

This commonsense methodology is certainly not 
sufficient to answer all questions that are, or can 
be, posed concerning the subject. But if “we 
measure the value of an orientation not by the 
number of answered questions it contains but by 
the abundance, variety, and meaningfulness of 
the unanswered questions it gives rise to"9 then 
this methodology may claim some value. In pre- 
senting a number of factual bricks which can be 
used for several purposes, this book should be 
able to supply some starting points for more spe- 
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cialized, both factual and methodological, studies, 
Under what conditions, for instance, can trade 
warfare affect the international political power 
structure? How can we gain more knowledge 
about the relevant substitution elasticities which 
must be reckoned with every time a practi- 
cal trade warfare is seriously considered? How 
nre secret agreements between governments im- 
plemented in the national legislation of the par- 
ticipating nations? And how can the methodology 
of interdisciplinary studies of this sort be im- 
improved? 

More specifically, this exposition gives some 
basis for inductive knowledge about embargo po- 
licies in general. This may be useful in a period 
when embargo proposals are not uncommon. An- 
other case study of the Arab embargo policy 
against Israel should be worthwhile. Proposals to 
affect the internal policies of South Africa, Rho- 
desia, Spain and Greece, with trade embargoes, 
have also been made during the last decade. This 
study does provide one basis for analyses of the 
conditions for efficiency of such embargo actions 
as have been suggested in these cases. 

Finally, this simple method of exposition may 
perhaps also claim to provide one small item in 
that wealth of material which will be necessary 
in order to improve international trade theory. 
In his Brookings' lectures of 1954, Jacob Viner? 
showed that the relevance of the inherited theory 
as a guide to policy is inadequate in the present- 
day world of, among other things, planned econ- 
omies and state trading. As a remedy Viner sug- 
Bests: 


"that the most useful type of 'first approxima- 
tion' would often be of a radically different char- 
acter. It would consist of a listing of all the vari- 
ables known or believed to be or suspected of be- 
ing of substantial significance, and corresponding 
listing of types and directions of inter-relationship 
between these variables. A second stage of analy- 
sis would consist of a combing out on the basis 
of such empirical evidence as can be accumulated 
of the probably least significant variables and in- 
terrelationships between variables. Instead of be- 
ginning with rigor and elegance, only from this 
second stage on would these become legitimate 
goals, and even then for a time they should be 
distant goals, to be given high value only after 
it is clear that they can be reached without sub- 
stantial loss of relevance." 


II. A. NOTE ON SOURCES 


1. The official secrecy 


A crucial fact is that the embargo policy has been 
kept as secret as possible in Western Europe. In 
the United States the policy has been much de- 
bated, but always with a certain consideration for 
the desire to keep the details of it secret to the 
general public in the allied nations in Western 
Europe. This policy to avoid open debates has 
been sucessful, by and large, as the embargo has 
been handled almost exclusively by the executive 


branches of the governments involved. As will be , 


described, the parliaments have been kept outside 
of it, and the business communities which have 
been affected have for different reasons not made 
any open quarrels about it. 

This secrecy was especially strict during the 
period when the embargo policy was most severe, 
that is, until 1953. The special working commit- 
tees in Paris, the Consultative Group, Cocom and 
Chincom, never issued any communiqués on their 
work; they "have always believed that they could 
work most effectively without publicity". Until 
1953 "the very names of the groups were con- 
sidered classified information", according to an of- 
ficial American statement. In 1953 this secrecy 
was somewhat relaxed in order to "bring a bet- 
ter public understanding of the purposes and ac- 
complishments of the control system”,® but as late 
as in 1961 or 1962 a decision was taken in Co- 
com to keep every single document of the earlier 
work strictly secret for another twelve-year pe- 
riod.19 

This conscious policy of secrecy explains much 
of the vagueness of some statements and conclu- 
sions in this book. There is simply no open ma- 
terial in existence for helping one to arrive at 
more well-founded conclusions. But it also helps 
to explain the omission of the embargo policy 
from the treatment of East-West economic rela- 
tions in much of the academic literature, where it 
should have been included. This will be discussed 
below. When the archives are opened in the fu- 
ture a better book may be written, perhaps, some- 
thing like W. N. Medlicott's The Economic Block- 
ade (London 1952 and 1959), treating the Allied 
economic warfare during the Second World War. 

lt should also be noted that much of the sec- 
recy was not motivated by American pressure, 
nor by the desire to keep the information away 
from the Soviet Union, but by "less valid 


reasons", as Mr. Battle told the American Con- 
gress in 1953: 


"Some countries are not willing to tell their 
people that they restrict exports to the iron cur- 
tain countries for any reason other than to con- 
serve materials for their own military programs. 
'That is, they are not prepared to say that they 
are trying to retard the Communist military build- 
up. It is better to have the secret cooperation of 
a nation in restricting exports than no coopera- 
tion at all. Nevertheless, there is a real question 
as to whether substantial military and economic 
assistance should be continued to a country where 
the attitude of its people on so fundamental an 
issue is doubtful. 

The secrecy issue is not a case where the 
United States, is on one side and Europe is on 
the other. Several countries, particularly Italy and 
the German Federal Republic, advocate strongly 
that except for such matters as the lists and 
strategy, full publicity should be given to the en- 
tire program." 

Such full publicity was, however, never given. 
The governments of Western Europe kept the 
program away from the public, either because 
they considered it to be of doubtful constitutional 
character, or because they feared that had the is- 
sue become publicy debated it would have been 
doubtful if even that amount of international co- 
operation which was achieved could have been 
realized. Special international considerations had 
to be taken in Western Europe, as the whole co- 
operation could have been spoiled in the case of 
the parliament of one single important country, 
e.g. France, taking a clear-cut stand against the 
policy. These considerations muffled the debate 
also in the United States, as was officially ad- 
mitted in 1956 when the U.S. Administration de- 
fended its refusal to give information in public 
hearings by "specific commitment to keep the 
participation of a particular nation in this pro- 
gram secret" which had been given "in many in- 
stances", These commitments to keep the Cocom 
work secret were also renewed in 1954.12 

During the last ten years the information about 
the embargo policy has become more easily ac- 
cessible. But the meagreness of the still available 
material can be illustrated by one of the best 
articles ever written in the West on the subject, 
in 1967, by a military specialist in Australia. The 
conclusions of that article largely correspond to 
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those of this book, but on several details of the 
carly policy the author is misinformed, and his 
source material is highly restricted, mainly to a 
small part of the two first layers of material here 
used, as presented below.!3 


2. Four layers of sources 


This policy of secrecy has restricted the availa- 
bility of material for the writing of this book. 
The author is fully conscious that there are ex- 
tensive archives both in Cocom in Paris and in 
all the Foreign Offices involved, which he has 
not been permitted to read. He hopes, however, 
that the material which has been found will be 
sufficient to give an acceptable picture of the 
broad outlines of the embargo policy. He also 
hopes that his study may stimulate further re- 
search in the field, and possibly also stimulate 
the release of some of the presently secret em- 
bargo material. 

Let us now, however, present the material 
which has become available. 

The picture presented in this book can be said 
to be composed of four layers of sources laid on 
top of each other. These four layers can here be 
termed the official and the semi-official American 
layers and the open and hidden West European 
picture. 


a. The official American picture 


The first layer is the American official picture 
of the embargo policy as given in the semi-annual 
reports to Congress by the Battle Act Administra- 
tor, as required by the Battle Act.14 

These Battle Act Reports treat the implementa- 
tion of the international embargo policy. A corre- 
sponding set of quarterly reports on the American 
Export Control Act treat the development of the 
specific American export controls.!5 

Both these sets of reports give the picture that 
the American Administration would like to pre- 
sent. The export control program is presented as 
an essentially smooth and rather successful opera- 
tion of the Western allies, even if some of the 
intra-Western conflicts cannot be completely sup- 
pressed. 

The facts given in these reports can be assumed 
to be true. But they can also be assumed to be 
chosen so as to support the official picture. Thus 
they do not give the whole truth. 
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b. The semi-official American picture 


A second layer of facts can be found in dozens 
of Congressional documents, which have been 
produced on or around the strategic embargo pol- 
icy in East-West trade.!6 Some of these docu- 
ments are purely factual, e.g. collections of laws 
related to U.S. trade with communist nations; 
others contain proposals for changes in the exist- 
ing regulations, and still others are analytical, try- 
ing to find out the facts about the embargo policy, 
which are not given by the official reports. 
Common for many of these documents, and 


* for much of the debate in the Amcrican Congress 


as reported in the Congressional Records, is a 
deep dissatisfaction with the manner in which the 
Administration has handled the embargo policy, 
and the lack of efficient cooperation which has 
been given by the West European governments. 
These documents reveal the conflict between the 
United States and Western Europe in a much 
more open way than do the Battle Act or the 
Export Control Act Reports. 

These documents will be cited as GPO, after 
the Government Printing Office in Washington, 
where they have been printed. To that will be 
added the year in which they were printed, and 
a letter, indicating the order of documents of each 
year, e.g. GPO—1964—B. A list of such docu- 
ments can be found on page 255. 

The quality of the facts, as reported in these 
Congressional documents, varies from excellent to 
highly one-sided, and sometimes false. Thus they 
have been treated with care, and checked against 
other material as often as such checking has been 
possible. 


c. The open West European picture 


If the first layer showed an essentially smooth 
cooperation between the United States and West- 
ern Europe, and the second revealed an American 
dissatisfaction with the West European behaviour, 
the third layer indicates a strong West Europeam 
irritation with the American way of pressing the 
embargo policy upon the reluctant West Euro- 
pean governments. 

This open West European picture mainly con— 
sists of newspaper reports and some parliamentary 
debates, especially in England. 

Much work has gone into the collection Of 
these bits of information from the newspapers. 
Clipping archives in the Swedish Institute of In- 
ternational Affairs in Stockholm, in the Institut 


fiir Weltwirtschaft in Kiel, and in the Ministry 
for Economic Affairs in the Hague have been 
screened. As very little came out of this, however, 
the Board of Trade Journal, the Economist, the 
Neue Ziircher Zeitung and Le Monde have 
been gone through, page for page from 1948 to 
1958, for any detail of information that could be 
found. The result is a collection of pieces which 
corroborate each other very well, in showing a 
West European reluctance against the American 
embargo policy from the very beginning of it in 
1948. 

As will be shown in chapter 5, section V:3, the 
embargo issue has been kept away from the par- 
liaments in Western Europe. The only country 
where there has been a number of open debates 
on this subject is England. Thus this part of the 
material, to a very large extent, reflects the Brit- 
ish standpoint. There are, however, reasons to 
believe that the English position has, by and 
large, represented the West European position in 
a rather good manner. 


d. The hidden West European picture 


The fourth layer of information is a number of 
interviews with people in Europe who have been 
involved in the embargo policy in one way or 
another. Extensive interviews have been held in 
Sweden, Norway, Holland and Belgium. A few 
interviews have also been held in Denmark, West- 
ern Germany, Italy, Greece and France. A num- 
ber of delegates of these countries and of Eng- 
land and the United States in the Economic Com- 
mission of Europe have also contributed with 
scattered facts. A visit was also made in March 
1963 to the Office of the Security Trade Controls 
in the American Embassy in Paris, where most of 
the Cocom work is done, and where the Cocom 
files are kept. As background information I have 
also been allowed to use some private archives 
or matcrial. 

The interviews, in all some 300, have been held 
with all sorts of people, members of governments, 
diplomats, trade officials, and private business- 
men. Common to most of these interviews has 
been a strongly expressed desire not to be quoted. 
As some of these people are easily identifiable if 
their nations and positions are indicated, I am 
going to stick to my promise not to reveal my 
sources, even indirectly. This is particularly true 
for the small group of people who have been, 
or who are, participating in the Cocom work in 
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Paris, and who have supplied me with much of 
the most valuable material in these interviews. 

What has struck me in this fourth layer of 
information is the widespread contempt of the 
West Europeans for the American way of handl- 
ing the embargo policy. The criticism is often 
more outspoken and harder than can be seen from 
the newspaper clippings. The American policy is 
often said to be inflexible, rigid, doctrinaire, and 
even outright stupid. Together with this has often 
gone a cunning cynicism, sometimes stressing, 
sometimes hinting, that in view of the Congres- 
sional ties of foreign aid the West European go- 
vernments had to pretend cooperation to get that 
aid, but a cooperation that was in reality not 
very strict. 

When any detailed information from the inter- 
views has been included in the text it has always 
been checked against other material or confirmed 
in further interviews. 


3. Eastern literature 


It is easy to expect that the Soviet literature 
should abound with material about the Western 
economic embargo policy, as this policy could be 
used as good communist propaganda. These ex- 
pectations are, however, not fulfilled. The em- 
bargo is generally treated in the Soviet books dis- 
cussing the trade between the two economic sys- 
tems, but in a most stereotyped way, mainly based 
on a few pronouncements by Stalin in 1952. 

In his book Economic Problems of Socialism 
in the USSR in 1952, section 5, Stalin describes 
how the single world market disintegrated as a 
consequence of the Second World War, forming 
opposite camps confronting one another. He 
stated: 


“It should be observed that the USA and 
Great Britain and France, themselves contributed 
—without themselves desiring it, of course—to 
the formation and consolidation of the new, par- 
allel world market. They imposed an economic 
blockade on the USSR, China and the European 
peoples democracies, which did not join the 
"Marshall plan' system, thinking: thereby to 
strangle them. The effect, however, was not to 
strangle, but to strengthen the new world market." 


The two themes included in the statement, that 
the embargo did not strangle the communist eco- 
nomies and that it actually strengthened the intra- 
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Eastern cooperation, have later been repeated 
many times, together with assertations that the 
embargo actually hurt Western Europe more than 
Eastern Europe.!* 

Even in later Soviet works discussing East- 
West trade the embargo policy is given a scant 
treatment. The embargo is in general terms 
blamed for the decline in trade around 1950. But 
details are rarely given; neither is there any re- 
ference to a comprehensive Soviet treatment of 
the issue. The official American reports seem to 
have been the basis also for Soviet writings.!? 

It is also noteworthy that in the exceedingly 
comprehensive handbook on international eco- 
nomic organizations, published in Moscow in 
1960, Cocom is not included.!? Neither is the em- 
bargo policy discussed in any more comprehen- 
sive manner in the three-volume Soviet history of 
international relations after the Second World 
War. It is only mentioned in passing in a number 
of places.?9 

The impression gained from this survey is that 
the embargo policy has been disregarded, to a 
large extent, in the Soviet economic literature. 
Why this is so, is more difficult to tell. Soviet 
scholars may simply have had difficulties get- 
ting access to relevant material. The treatment 
of the subject may have revealed that the system 
after all had some points of weakness, and may 
thus have been taboo. Or the effects of the policy 
have been of such a small importance to the So- 
viet economy that the subject has simply not been 
considered worthwhile to take up. 

Another attempt, with negative result, should 
also be reported. During the writing of this book 
I have had many contacts with East European 
economists and politicians. Some of them have 
taken the trouble to help me find Eastern material 
but in vain. According to what they have said, no 
special studies about the embargo policy have 
been published in the Soviet Union, Czechoslova- 
kia, Poland or Hungary. The lists of relevant 
Eastern literature which 1 have been given corro- 
borate this. So does a study of East German lite- 
rature available in the library of the Institut für 
Weltwirtschaft in Kiel. 

From the Soviet Union and Czechoslovakia I 
have been told about the existence of secret gov- 
ernment memoranda which analyse the effects 
of the embargo policy on the internal economies 
of these two countries, Similar memoranda should 
exist also for other Eastern nations. The Soviet 
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ones are, however, said to be of poor quality, 
partly because of the reporting of the foreigra 
trade companies, which have tried to improve the 
impressions of their performance by over-stressinge 
the world market prices of those products which 
they have bought at high prices in illicit trade. 
This type of phenomenon is well known in other 
areas of Soviet economic life, and this informa- 
tion may thus be correct. 


4. Western academic literature 


As can be seen from the description given above, 
the Western academic literature on East-West 
trade is not included as a main group of items 
among the sources. This literature has, of course, 
been studied, but very little has resulted there- 
from.?! The embargo policy is a subject which 
has been avoided, or which has been given some 
slight attention in passing. It is not my intention 
here to go into polemics with individual authors. 
It is sufficient to say that even the best of the 
Western academic authors have avoided a thor- 
ough treatment of the embargo policy. 

This avoidance cannot wholly be explained by 
reference to the secrecy with which the policy 
has been conducted. Nicolas Spulber wrote a big 
article about it in Harvard Business Review in 
1952, which no good scholar of the East-West 
trade should have been unaware of. In 1954, 
Harry Schwartz stated in writing that "It does not 
seem unreasonable to believe that the dollar vol- 
ume of interbloc trade could have been at least 
twice as great in 1951 as it was in 1948, if the 
embargo policy had not been in force."?? This 
statement was, moreover, originally given to a 
conference in May 1952 which was attended by 
a most prominent group of American scholars on 
the Soviet economy, some of whom have later 
written about East-West trade without seriously 
taking up the embargo problems. The proceedings 
of the conference were also printed in a volume 
which was widely quoted in the Western litera- 
ture. Thus the problem had clearly been pointed 
out for all serious scholars. 

In asking why the embargo policy has not been 
better treated than it has, it is hard for me not 
to conclude that the Western literature has been 
biased. I do not intend to say that the Western 
authors have consciously distorted their argu- 
ments for political reasons. What they have 
written has often been of a high scientific stand- 


ard. But I do think that many Western authors 
have been biased in their choice of subjects. This 
bias is, for instance, revealed when their extensive 
treatments of the communist drive for autarky, 
and their heavy stress on the political guidance of 
communist foreign trade is compared to the pass- 
ing mentioning of an important reason for this 
Eastern autarky, namely that the West also has 
conducted a politically guided trade with the 
other bloc. Mostly the evident connection between 
these two factors is not even established. 

In reading much of the Western academic li- 
terature on the foreign trade of Eastern Europe, 
I have got the feeling that the Western academic 
people have submitted to the political climate of 
the Cold War, that they have avoided those prob- 
lems which could cast a shadow of doubt over 
their loyalty to their own political system. When 
they have not been able to concur in the Western 
policy, they have avoided a discussion of the prob- 
lem. 

An illustration of this is given in a letter to me 
by one of the few American academic economists 
who has treated the embargo policy early, openly 
and in a scholarly manner. This economist, who 
has written three articles on the embargo prob- 
lems, stated spontaneously in a letter in 1967 that 


“When my first article appeared, I realized 
that it was written at the moment when political 
passions were at their peak. I was asked at the 
time to come before a Congressional committee, 
but I declined the privilege. In fact, when 
I felt again like writing about the embargo, I 
wrote in German to avoid stories. Now that the 
political climate has again changed, I again felt 
free to write another paper about that." 


5. A general reservation and the burden of proof 


From the facts about the sources as presented in 
this section it is obvious that some of the material 
on which this book is based is, from an ordinary 
academic point of view, of a doubtful value. In 
presenting the material, I have been careful to 
indicate the nature of the sources used and to give 
a fair amount of quotes in extenso, so as to give 
the reader the possibility to judge the value of 
them for himself. As the fact that some material 
is of doubtful value cannot be repeated in every 
section, I here want to give a general reservation, 
which the reader should keep in mind all through 
the book. 


In The Brothers Karamazov Dostoevski at one 
point says: 


“What troubles and horrifies me most is the 
thought that out of this mass of facts piled up by 
the prosecution against the accused there is not 
a single one that is in any way precise or irrefut- 
able and that the unhappy man may be ruined 
utterly simply because of this accumulation of 
facts.” 


As the facts of the embargo policy have accu- 
mulated they have become more and more unfa- 
vourable for the main driving spirit of this policy, 
the United States. The policy does not seem to 
be rational, even on its own premises. It has been 
pressed on the allied nations by harsh means. Its 
implementation is of a doubtful democratic char- 
acter. As the material finally has become ar- 
ranged, the study can be read as an accusation, 
and I do not doubt that some will use it in this 
way. 

Just because of this it is important to remem- 
ber that some of the material upon which it is 
based is weak. It would be too much to state 
that of all the facts piled up about the embargo 
policy, there is hardly "a single one that is in 
any way precise or irrefutable". But the sources 
used in this study are, let me repeat, of doubtful 
quality, from a scientific point of view. Many of 
the "facts" presented are based on statements in 
newspapers or by persons interviewed. And in 
this context the old saying that “Those who know, 
do not speak. Those who speak, do not know" 
reflects reality in an unusually high degree. 

This notwithstanding, it has become my con- 
viction that even if many detailed "facts" of the 
embargo policy could be exposed to doubts, the 
general picture to which they add up, and which 
I have tried to present in this book, is by and 
large correct. The obvious agreement of the piles 
of details, whether personal statements, newspaper 
reports, parliamentary discussions and trade statis- 
tics, is such that I have become convinced that 
the broad outline of my presentation reflects re- 
ality rather well. 

The reader should remember that the Public 
Prosecutor of The Brothers Karamazov was 
wrong. Al! his detailed facts did not add up to a 
true picture. It is not completely excluded that 
this is the case also with this book, even if I do 
not believe so. I think it is fair, especially in view 
of the official secrecy that has surrounded the 
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embargo policy, to claim that the broad picture 
herein presented throws over the burden of proof 
on the Counsel for the Defense of those who claim 
that my picture is faulty. 


III. A NOTE ON VALUE PREMISES 


Having indicated that many of my academic col- 
leagues have a conscious or unconscious bias in 
their treatment of East-West trade, it would be 
foolish and presumptious if I believed myself to 
be without the same fault in the treatment of the 
embargo policy. As I cannot have escaped an 
influence from the Cold War attitudes in which 
I have worked, and thus—as a scientist—uninten- 
tionally, I may have become participant in the 
ideological conflict, I think Max Weber's dicta 
that “deutlich erkennbar Partei zu nehmen, ist 
da die verdammte Pflicht und Schuldigkeit” and 
“sich selbst Rechenschaft zu geben über den let- 
zen Sinn seines eigenen Tuns'?3 are particularly 
appropriate in this context. 

There are three main value premises underly- 
ing this study, one connected to the Cold War, 
one to the democratic ideals of an open society, 
and one to the scientific standards of social science 
in a period of conflicting loyalties. 


1. The Cold War 


My own basic value premise for this particular 
study is that the remnants of the Cold War should 
be done away with. As the strategic embargo pol- 
icy is such a remnant, it should be made to dis- 
appear. 

This premise is, in turn, based upon a belief 
that the Cold War was a most unfortunate cu- 
mulative spiral of mutually confidence-shaking 
acts, which brought the world closer to a Third 
World War. Many of the acts which fed this pro- 
cess. with the strategic embargo policy as a typi- 
cal one, had little direct impact on the balance of 
forces between the two conflicting sides. But they 
were apprehended by the other side as a symbol 
of the hostility of the enemy, which had to be 
met by counteractions. These in turn gave the 
same effect on the first side, and so on. In this 
way a number of actions of little direct impor- 
tance, by their indirect effects helped to spiral the 
hostility, more based on fears than on hostile in- 
tentions. 

If we are serious in our desire to rid the world 
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of these unfortunate effects, we should reconsider 
element after element of this earlier process. In 
those cases where the remaining elements of hos. 
tile policies can be abolished with little danger to 
one's own side, but potential increase in that mu- 
tual confidence which is necessary to build a 
stable international relation, this should be done, 
I believe that the embargo policy is a typical ele- 
ment of this sort. 


2. Democratic idcals of an open society 


My second value premise is that the Western so- 
cieties should live up to those democratic ideals 
which they profess, and quite specifically, that the 
general public should be given a decent chance 
to influence a policy which may have great con- 
sequences for them. The public should be given 
fair information about the foreign policy ac- 
tions undertaken by their governments, the par- 
liaments should be informed about the interna- 
tional agreements which, in fact, become binding 
for the nation, established legal procedures should 
be followed, and secret police activities should be 
avoided. When we break these rules, we endanger 
our democratic system. When we break them in 
order to fight a dictatorial system, the cure may 
be as harmful as the threatening sickness. 

The fact is that in the embargo policy, these 
rules have been broken. The evidence compiled 
in this book will partly help the interested public 
to gain a late knowledge of what has happened, 
and of what still remains. 

Some may claim that foreign policy is not a 
suitable domain for democratic processes of de- 
cision making. It may be true that foreign policy 
historically has been a prerogative of the King, 
and, as I have been assured several times during 
the interviews for this book, that even today the 
truly important foreign policy decisions are takem 
far above the heads of the general public. If this is. 
so, we should either be honest about the deficien— 
cies of our democracy, or try to identify the situa- 
tions where the democratic process is deficient, 
with a view to mend it, if possible. 


3. The loyalty of the social scientist 


It is a more or less accepted fact in the West that 
the communist parties interfere in all aspects Of 
life in the communist nations, including the work 
Of the social scientists, This is also a main ex- 
planation of the poverty of the East Europear 


social science research, as seen from the West. 
During the last years we have, however, seen re- 
ports about similar interference in many aspects 
of the life in the West. The secretly working 
American organization, CIA, has been reported to 
have infiltrated not only the Peace Corps, labour 
unions and student associations, at home and ab- 
road, but also scientific publishing houses, re- 
search foundations, and universities. Thus even 
Western science in the politically sensitive areas, 
for instance those studying the communist system, 
seem to have been infiltrated by non-scientific 
loyalty standards. As Anatol Rapoport states,?* 
and some American Congressmen openly attest,25 


the simple fact is that “most rulers in our day of 
conflicting ‘social philosophies’ expect loyalty 
from the social scientists”. As my third value pre- 
mise in treating a politically sensitive subject, 1 
clearly want to side with those who think that 
",.. precisely in times of stress and under terms 
of duress is the worth of a science fully tested. 
There is the same need for an objective social 
science when a political consensus exists ... as 
during periods of conflicting values."?9 This di- 
lemma of the social scientists is not new. It is well 
expressed in the saying. that "in Greece the loy- 
alty of the scientist was to Truth, in Rome it was 
to Rome”. 
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Part II. The Rise of the Embargo Policy 


Chapter Three. The American 


I. INTRODUCTION 


Late in 1947, when the United States initiated 
the embargo policy, the Cold War was already 
an established fact. Several factors may help to 
explain why the United States chose to include 
export restrictions in its arsenal of weapons in 
this struggle. Many people remembered the eco- 
nomic aspects of world war, remembered how 
the Japanese attack on Pearl Harbor had been 
made possible partly with American steel and 
scrap deliveries to Japanese shipyards, and how 
a trading blockade had been attempted to help 
crush Germany. An export embargo also fits well 
into the so-called containment policy, established 
by the famous Kennan cable of February 22, 
1946, and made public in the article by Mr. X 
in Foreign Affairs of July 1947. In his cable 
Kennan also discussed Soviet foreign trade, 
mainly stressing the tendency to autarky for the 
Soviet Union and dominated areas? The contain- 
ment policy had been instrumental in formulating 
the Truman Doctrine and the Marshall Plan, and 
why should the U.S. not also actively try to “con- 
tain" the Soviet economy, and especially those 
parts of it which mainly supported the military 
sector? 

This was the background for the first embargo 
actions which were taken late in 1947 by the 
United States, and for the long list of legislative 
proposals and laws which connected U.S. aid to 
the foreign trade of aid receivers vis-à-vis the 
communist countries. This set of actions, as well 
as the motives for them, and the internal Ameri- 
can policy-making behind them, will be exposed 
in this chapter. 


II. U.S. EMBARGO REGULATIONS 
1947 TO 1953 


1. The first practical embargo actions 


The first legal steps towards the embargo policy 
can be traced back to actions around the turn of 
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Origin of the Embargo Policy 


the year 1947-1948 both in the American Ad- 
ministration and the U.S. Congress. 

The U.S. Department of Commerce, under re- 
maining wartime export control laws, issued two 
new export licensing regulations on December 31, 
1947 and January 15, 1948. The first one was 
designed to improve the destination controls of 
goods which for reasons of short domestic supply 
were already under export licensing and the sec- 
ond required that all commercial shipments to 
Europe must have individual licences after March 
1, 1948. The two regulations were said to be en- 
tirely unrelated to each other.? 

In the very beginning of the policy there were 
some endeavours to conceal the objectives of the 
new regulations. Under this programme it would 
be possible for the Department of Commerce to 
deny licences for any goods to Eastern Europe, 
in those cases where the exports were deemed 
contrary to American interests. But, without men- 
tioning Eastern Europe, the spokesmen for the 
Administration motivated the new regulation by 
stressing the desire to further world economic 
and political stability by promoting the recovery 
of the European economy.* 

The obscure language used during the first 
weeks may have been a sign of uneasiness about 
how this export control policy would be received 
both in Europe and in the United States. This 
uneasiness, if it existed, must, however, quickly 
have been overcome with the help of the com- 
munist actions in Eastern Europe. In the last week 
of February, 1948, that is, just before the earlier 
regulations were to take effect, the world saw the 
communist takeover of power in Czechoslo- 
vakia under what was believed to be a threat of 
Soviet intervention. Also observed was a Soviet 
move against Finland which was widely inter- 
preted as an endeavour to let Finland go the same 
way as Czechoslovakia.5 

This display of communist aggressiveness in 
Eastern Europe had a serious impact on public 
opinion, and became a support not only for those 


who were striving to build up a unified Western 
defence in general, but also for those who were 
more particularly concerned with the emerging 
Western economic warfare, Indeed, the embargo 
policy, which by the January regulation was 
scheduled to take effect on March 1, has later 
generally—but falsely—been explained as a re- 
sponse to the communist takeover in Czechoslova- 
kia.? 

With the change of mood in Western public 
opinion after Prague, it was easier at the begin- 
ning of March for a Department of Commerce 
spokesman to motivate the complete licensing 
control of Europe by the interest generated "also 
in knowing what kinds of goods are being ship- 
ped to Eastern Europe"? It was, however, 
strongly emphasized that there was no intention 
to shut off all shipments to Eastern Europe, only 
to regulate the flow. 

We do not know exactly what caused the tim- 
ing of the release of these early American 
decrees. The main releasing factor may have 
been the Anglo-Soviet trade- and financing agree- 
ment signed in Moscow on December 27, 1947. It 
had been preceded by long and cumbersome ne- 
gotiations all through 1947,8 and the rumours 
that the United States had tried to press Britain 
not to enter into such an agreement had been so 
strong that Mr. Harold Wilson, then Secretary for 
Overseas Trade and main negotiator with the So- 
viet Union, publicly had to deny any such Ameri- 
can pressure.? 

An indication that the first American embargo 
measures were in some way connected to the 
Anglo-Soviet agreement is also to be found in the 
commodity field. The goods which were espe- 
cially mentioned by the Americans, e.g. railway 
equipment, generators, heavy machinery and oil 
machinery, were more or less the same as Eng- 
land had undertaken to export to the Soviet Union 
a few days before the first embargo decision.!9 

The U.S. regulation of January 1948 covered 
all exports to the European area without any ex- 
ceptions. The comprehensiveness of the regula- 
tion was devised to permit a careful scrutiny of 
those goods which were deemed important enough 
to be controlled. In May 1948, when this scrutiny 
had been partially completed, a new, so-called 
GRO-regulation was issued, listing those com- 
modities which were neither in short supply nor of 
strategic importance and thus could be exported 
to any destination without an export licence.!! 


Goods which were considered of benefit to the 
military power of the communist nations were 
kept under control and the May list of goods 
free for export contained, from the Soviet point 
of view, only commodities of relatively minor in- 
terest. 


2. Connecting U.S. aid and foreign trade policy 


Action to control the United States trade with the 
communist bloc was thus initiatied by the United 
States Administration under existing legal regula- 
tions. Some Congressmen were, however, not sat- 
isfied with these actions. This became evident 
when the Marshall aid programme was discussed 
in Congress at the end of March, 1948. On this 
occasion amendments were intraduced to the 
pending foreign aid bill, and were with some mod- 
ifications, incorporated in the legislation in the 
form of section 117 (d) of the Foreign Assistance 
Act of 1948. 

Section 117 (d) directs the Administrator of 
Marshall aid to refuse delivery to aid receiving 
nations, of United States commodities “which go 
into the production of any commodity for deliv- 
ery to any non-participating European country 
which commodity would be refused export licen- 
ces to those countries by the United States in the 
interest of national security".!? An American spe- 
cialist has later said that this was "a provision 
whose only interpretation was to require the Euro- 
pean Cooperation Administrator to seek assur- 
ances against the export to the Soviet bloc of 
items which the United States considered strate- 
gic".3 Thus almost from the very beginning of 
United States aid to Europe this aid was form- 
ally used as pressure on the West European na- 
tions to regulate their trade with the communist 
nations according to policies laid down by the 
United States.14 

"The Mundt amendment", which gave birth to 
section 117 (d), was introduced on March 24, and 
briefly debated in the House of Representatives 
on March 30, 1948. It was frankly recognized 
that the amendment was directed against the So- 
viet Union. Representative Mundt, and those who 
spoke in favour of the amendment, relied mainly 
on the argument that it was "just sheer, utter 
nonsense and folly" to appropriate six billion dol- 
lars in aid to protect the United States and her 
allies against communism, and at the same time 
allow the export of important industrial goods to 
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Russia. “Satan must be roosting in our brains to 
so confuse our thinking”, thought, for instance, 
Representative Sadowski.!5 The trade agreement 
between the Soviet Union and the United King- 
dom, providing c.g. for 1,100 narrow-gage lo- 
comotives from the United Kingdom to the So- 
viet Union within three ycars, figured largely in 
the debate as ammunition to the Mundt group. 
For instance, Senator Conally in defending the 
bill said, "If England asked for steel on the 
theory that she needed it for her own economy 
and then sold steel products to someone else, it 
would be a classic case for the Administrator to 
say 'You don't get any more of anything, Mr. 
England'."16 

Some Representatives heavily criticized the pro- 
posed Mundt amendment, expressing the opinion 
that it would not be helpful to the United States 
policy, but only worsen the international tension. 
Mr. Folger. e.g, said that the amendment 
"comes next to a declaration of war against Rus- 
sia”, Mr. Javits said that it was “a declaration of 
economic war” and Mrs. Douglas pointed out 
that this "call for an economic blocade" was 
simply unworkable, and that "the worst danger 
of the Mundt amendment is that it sends us off 
on economic warfare armed with wooden guns."17 
In spite of this opposition the amendment was 
adopted. 

The Marshall Aid law also contained a para- 
graph about strategic stockpiling which said that 
"the bilateral agreements with aid receivers 
should facilitate the transfer to the U.S. by sale, 
exchange, barter or otherwise for stockpiling pur- 
poses ... of materials which are required by the 
U.S. as a result of deficiencies or potential de- 
ficiencies in its own resources and which may be 
available in such participating countries after due 
regard for reasonable requirements for domestic 
use and commercial export of such country." In 
the hearings, before this section was written into 
the law, it was clearly stressed that the U.S. was 
committed to a programme for stockpiling strate- 
gic materials and that "the dependent territories 
of Western European countries can contribute 
much to the production of strategic metals and 
minerals."!5 In this way the United States set it- 
self up as an arbiter of what was a "reasonable 

- commercia] export" of the West European na- 
tions, a provision which can be seen as connect- 


ing the largely secret stockpiling policy to an anti- 
communist trade policy.1? 
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3. The early lax implementation 


It should, however, be realized that even if the 
United States in late 1947 and early 1948 took 
some steps towards economic warfare against the 
Sovict Union, it did not implement these steps 
with much vigour in the beginning. Representative 
Douglas’ warning about the inefficiency of wood- 
en guns proved to be well-founded. By April 
1948 the United States had enacted two sets of 
export controls, the Administration's general li- 
censing for Europe and the Congressional Mundt 
amendment as modified in section 117 (d). The 
creation of these two sets of controls was, as we 
have seen, uncoordinated, and so seems to have 
been their administration. 

“It seems almost incredible that a nation such 
as ours embarks on a program to control its ex- 
ports without having greater foresight and more 
advanced planning than there was in this case", 
concludes a Senate subcommittee in December 
1948, after an extensive study of the new export 
controls.) This study shows that the controls 
were enforced with extreme laxity, and in a way 
that was adverse to honest businessmen, while 
many dishonest persons were attracted to the ex- 
port field by the huge profits in illegal exports to 
the East. The illegal devices used were many. 
Licences were forged, sometimes with the help of 
special illegal machines. A heavy "traficking" in 
licences developed, where the black market prices 
for a licence could surpass the United States mar- 
ket value of the commodity for which the licence 
was granted. Fraudulent shipments, fraudulent la- 
belling of commodities, alterations in the licences, 
repeated fraudulent shipments on the same li- 
cence, etc., weakened the efficiency of the regula- 
tions. 

The destination controls posed a special prob- 
lem. According to the subcommittee, "almost 9 
months elapsed before any worthwhile positive 
steps were taken to meet this problem of foreign 
compliance and enforcement". Initially there was 
no co-operation between the Office of Interna- 
tional Trade (OIT), which administred the regu- 
lations of the Department of Commerce, and the 
Economic Cooperation Administration (ECA), 
which was in charge of the American aid pro- 
gramme, including section 117 (d). 

In the last months of 1948 some such coope- 
ration was, however, discussed, the enforcement 
staff of OIT was raised from 1 to 57 persons, 


plans were made for cooperative arrangements 
with some European governments on the destina- 
tion controls, and the establishment of "an ap- 
proved list of exporters" eliminating "disreput- 
able and dishonest exporters" was recommended. 

The impression that is gained from the quoted 
report is that at least up till October 1948, the 
enforcement of the United States export regula- 
tions was more or less in a mess, with many loop- 
holes to circumvent the existing laws. However, 
this subcommittee was composed of persons who 
were in favour of a very extensive embargo, who 
were dissatisfied with the more nuanced policies 
of the Administration, and who may thus have 
exaggerated the inefficiency during the first 
months. 

The report may, however, also have revealed 
the truth about an early inefficiency of the U.S. 
policy, which may have been caused by a state of 
indecision in U.S. policy-making. From an article 
in Foreign Affairs in the middle of 1948 it seems 
as if the United States policymakers had not made 
up their minds on what export controls to adopt 
against the Sovict area. It was clearly stated that 
the United States and the countries participating 
in the Marshall Plan had controls to prevent the 
export of war materials. But it was also said that 
the shipment of machinery and other capital 
goods that had peaceful as well as warlike uses 
was a more complicated question. The author 
thought that “the West European countries will 
usually be competent to deal with the matter” and 
that “there is every reason for keeping American 
interference to the minimum, though it may be 
justified in some cases.” 

The same article, incidentally, also revealed that 
the United States may have followed up its pol- 
icy of economic restrictions against the commu- 
nist countries in the United Nations. In the Inter- 
national Bank for Reconstruction and Develop- 
ment, Poland, Czechoslovakia and Finland had 
applied for loans, but there were indications 
“that the Bank—in which the United States has 
an important voice—would consider loans to 
countries behind the Iron Curtain as commercially 
unsound because of the political state of the 
world."?1 


4. Further U.S. actions before the outbreak 
of the Korean War 


The U.S. actions in 1947 and 1948 were followed 
in 1949 by added pressure on Western Europe to 


cut down East-West trade, and by support to the 
American negotiators in this field. 

On February 28, 1949, a new "Export Con- 
trol Act" was enacted. This law has since been 
the main instrument governing the internal 
American export controls. It is still in force. The 
very name given to it in 1949 indicates the change 
of mood inside the United States. The Export 
Control Act replaced the Second Decontrol Act of 
1947, a name given when belief in the disap- 
pearance of wartime economic regulations had 
still been widespread. The main policy addition to 
the 1949 law was the new purpose: "to exercise 
the necessary vigilance over exports from the 
standpoint of their significance to the national 
security”.22 

On August 12, 1949, the Department of Com- 
merce issued a single “master list” of all goods 
requiring an export licence, either for the Euro- 
pean region or, for some commodity groups, for 
all the world except Canada.?* As the possibilities 
of transshipment made this regional division in- 
operative, a large number of goods were reclas- 
sified in October and November of 1949, re- 
quiring licences for all destinations except Can- 
ada, instead of, as before, only for Europe. 

In November 1949 the Department of Com- 
merce also instituted a plan for voluntary con- 
trols over the export of technical data which had 
significance for the national security. In Decem- 
ber it was announced that in a number of ex- 
ceptional cases the decisions of the Department 
of Commerce concerning such export would be 
legally binding.?! 

The Soviet foreign trade agency in the United 
States, Amtorg, towards the end of 1949 was 
further compelled to register their corporation as 
an agent of the Soviet government.?5 

As the official American publications some- 
times give a somewhat blurred picture of the real 
intentions of these export controls in the early 
stages—short supply controls being mentioned as 
Often as strategic controls—a statement from an 
objective source is justified: "By the end of 1949 
the control machinery was being used almost ex- 
clusively to keep out of the hands of Russia and 
her satellites items that might contribute to their 
military strength."?6 

In 1950 the same U.S. policy was continued 
and strengthened, even before the outbreak of the 
Korean War. 

Senator Malone in January 1950, for instance, 
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introduced a resolution in Congress which would 
forbid any U.S. agency to give financial aid “to 
any foreign country which engages in trade or 
commerce ... with Russia, her satellite countries, 
or any other Communist-dominated or controlled 
area ..."7* Malone's resolution was never report- 
ed out of the Foreign Relations Committee, but 
was anyway a memento for the American allies in 
Europe. 

In March 1950 it was reported that the United 
States tried to enlist West European cooperation 
for placing "another" six hundred commodities 
under embargo regulations.?? And on May 15, 
1950, Representative Staggers introduced a reso- 
lution in the House, expressing the mood of Con- 
gress, that the President should rescind all trade 
agrcements that had been concluded with com- 
munist-controlled countries.?? 


5. Intensified U.S. pressure after the outbreak 
of the Korean War 


After the outbreak of the Korean War the U.S. 
pressure on Western Europe to adopt a restric- 
tive embargo policy on exports to the communist 
nations multiplied in strength. 

In chapter 5 we will describe how the U.S. pol- 
icy late in 1949 already had resulted in the for- 
mation of an organization for joint American- 
"West European control of exports to the East, 
Cocom. This organization was, however, sur- 
rounded by a high degree of official secrecy. A 
few newspaper reports filtered through, but there 
are no official statements on Cocom, the name of 
which was never even mentioned. 

There is some doubt as to what extent the 
Congressmen who were pressing for extended 
anti-trade legislation knew about these develop- 
ments in Europe. The members of the Senate 
Foreign Relations Committee, and presumably 
also of the House Foreign Affairs Committee, 
were from the very beginning given a number of 
confidential reports about the embargo actions in 
Western Europe.?" But it seems likely that other 
Congressmen were informed only in a general 
way. This left strong doubts as to the ability of 
the executive branch to handle the problem effi- 
ciently enough?! which in the years of the first 
strong McCarthy hysteria, gave incentives to gain 
political popularity by pressing for further legisla- 
uve action. 

The information that Congress received also 
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strongly indicated that the West European govern. 
ments did not cooperate to the extent that the 
United States would have liked. For instance, in 
the Annual Report of the famous House Com- 
mittee on Un-American Activities for the year 
1950, there is an outcry over a delivery to the 
East of “materials vital to the production of the 
atomic bomb",?? and in a considerably less biased 
Senate Report in October 1951, the conclusion 
was that "export controls and control activities of 
other countries vary from excellent to negligible, 
with almost none of those studied adequately serv- 
ing western security interests,"33 

The impression of European non-cooperation 
was also strengthened by the actual trade devel- 
opment, which showed a marked difference be- 
tween Western Europe and the United States. The 
following table, used in a discussion in Con- 
gress,3t is an example of what infuriated some 
legislators: 


USA export to Western European 
Soviet Bloc export to Eastern 


Year $ 1,000,000 Europe, $ 1,000,000 
1948 397 (100%) 582 (100%) 

1949 145 (369) 765 (131%) 
1/1-30/6 

1950 4i (10%) 268 (46%) 


The above-mentioned Malone resolution was 
never accepted by Congress. After the outbreak 
of the Korean War, however, a less crudely 
formulated, but almost as severe proposal was put 
forward by Senator Kenneth Wherry. In spite of 
opposition from the Administration?» it was im- 
possible, even after some modification, to stop its 
adoption on September 27, 1950, in the form of 
a rider to the "Supplemental Appropriation Act, 
1951," called the "Cannon Amendment". This 
rider states that: 


"SEC. 1304. During any period in which the 
Armed Forces of the United States are actively 
engaged in hostilities while carrying out any de- 
cision of the Security Council of the United Na- 
tions, no economic or financial assistance shall 
be provided out of any funds appropriated to 
carry out the purposes of the Economic Coope- 
ration Act of 1948, as amended, or any other 
act to provide economic or financial assistance 
(other than military assistance) to foreign count- 
ries, to any country whose trade with the Union 


of Soviet Socialist Republics or any of its satellite 
countries (including Communist China and Com- 
munist North Korea) is found by the National Se- 
curity Council to be contrary to the security in- 
terests of the United States."35 


The amendment originally proposed by Wherry 
was designed to forbid the President to give any 
economic or financial aid to any country that 
exported goods which the U.S. Secretary of De- 
fence considered to be strategic to the communist 
nations.?? Senator Lodge, in cooperation with the 
Administration, proposed a change in it that 
would give the Administration discretionary pow- 
ers to cut or not to cut off aid. To this proposal 
Wherry answered, "That is exactly what I am 
trying to get away from".38 The result of the 
debate was the Cannon compromise which gave 
the President, with the help of the National Se- 
curity Council, restricted discretionary power. 

In the middle of 1951, an open fight broke out 
between Congress and the United States Presi- 
dent, concerning the enforcement of the Cannon 
amendment. Senator Kem had on May 9, 1951, 
introduced an amendment to the Third Supple- 
mental Appropriation Bill of 1951, that was simi- 
lar to the Malone and Wherry proposals, thus 
forbidding any United States aid to go to nations 
engaged in export to the communist countries of 
any goods that "may be used in the manufacture 
of arms, armaments or military materials or— 
which to the Soviet bloc is embargoed by the 
United States". The Kem proposal, moreover, 
repeated the demands for unconditional with- 
drawal of United States aid and gave no lee-way 
to the President's judgement. During the debate of 
this proposal in Congress it was also made clear 
that the language chosen implied a complete em- 
bargo on all trade with China. 

During the treatment of the proposal in Con- 
gress, where neither the House Foreign Affairs 
nor the Senate Foreign Relations Committee had 
the opportunity to consider it, the Administration 
tried to block it, but only succeeded in getting the 
proposal modified. The most important modifica- 
tion authorized the National Security Council to 
make exceptions from the rules of the amend- 
ment, that is, from withdrawing U.S. aid, where 
the council thought this would be in the security 
interest of the United States. This was written 
into section 1302 of the Third Supplemental Ap- 
propriation Act for 1951.39 


President Truman had a strong inclination to 
veto this law, but he signed it on June 2, 1951, 
because of the urgently needed funds it carried. 
In signing, however, Truman also issued a long 
statement, saying that the Kem rider was "seri- 
ously defective", and 


"Unless the power to make exception is 
broadly used this rider will result in weakening, 
rather than strengthening, the security of the Uni- 
ted States and the collective security of the free 
world. I strongly urge the Congress to replace this 
hasty rider with more workable legislation at the 
earliest possible moment. 


Section 1302 attempts to achieve by coercion 
what must be achieved by cooperation. No one 
nation can successfully force its own system of 
controls upon every other nation. Our experience 
so far shows that effective controls can be ac- 
complished by cooperation." 10 


Two weeks later, on June 14, 1951, the Na- 
tional Security Council issued a general interim 
exception from section 1302 for all countries, 
pending a thorough study of the whole problem.*! 


6. The Battle Act 


The preparation for a "more workable legisla- 
that Truman had asked for, was, as a 
response to two bills introduced in Congress in 
March 1951, already under way in a subcom- 
mittee of the House Committee on Foreign Af- 
fairs, under the chairmanship of Congressman 
Laurie C. Battle from Alabama.!? This subcom- 
mittee produced a legislative proposal, called the 
Battle Bill, the purpose of which was first to pro- 
hibit all military, economic and financial U.S. 
aid to any nation which permitted the shipment 
of arms, ammunition, etc. to "any nation or 
combination of nations threatening the security 
of the United States", As the Cocom arrangements 
in Western Europe had already fulfilled this re- 
quirement to 90 to 95 per cent, the secondary 
purpose of the Act was of more practical value. 
It provided that aid should be stopped, but that 
the President in exceptional cases could decide to 
continue aid to certain countries which permitted 
shipments of goods of less strategic and less mi- 
litary value, but which were anyway included in 
the embargo lists of the United States. 

Much emotional steam was spent during the 


tion" 
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discussions about the Battle Bill in Congress, but 
it would take us too long to go into this. Suf- 
fice it to say that the Battle Bill was passed in 
the Senate on August 28, 1951, with 55 votes in 
favour, 16 against and with 25 abstentions. It was 
cleared through the House on October 11, and 
signed by the President on October 26, under the 
official name of “The Mutual Defence Assist- 
ance Control Act of 1951". Its embargo provi- 
sions went into effect on January 24, 1952.4 
Some months later the U.S. Secretary of Com- 
merce clearly stated that the Battle Act "expres- 
ses the policy ... followed by the Department of 
Commerce... since early 1948".15 

In view of the fact that Representative Battle 
— who certainly was no liberal in his East-West 
trade views—has got his name internationally 
connected to a highly controversial piece of legis- 
lation, it should be pointed out that the Battle 
Act was a compromise between the much more 
far-reaching demands of an important group of 
Coneressmen*® on the one hand and the more 
moderate representatives of the Administration, 
and in particular of the State Department that 
was to carry out the legislation, on the other. The 
Battle Act, being no doubt an exceedingly crude 
piece of legislation from a European point of 
view, saved Europe from having the East-West 
trade issue discussed every time the Congress was 
to appropriate aid to the still economically weak 
European nations, while granting so much discre- 
tionary power to the President that the European 
governments could continue a substantial amount 
of its trade with the communist area.*? 

The Battle Act, which is still in force, is the 
most important legislative document connecting 
the American foreign aid programme with speci- 
fic demands upon the aid-receiving governments 
to conform to American regulations in their ex- 
ternal commerce with communist nations. In view 
of its great importance, the full text of it is given 
here: 


Mutual Defense Assistance Control Act of 1951 
(H.R. 4550), Public Law 213, 82d Congress, 
65 Stat. 644, Approved October 26, 1951 


An ACT To provide for the control by the United States 
and cooperating foreign nations of exports to any 
nation or combination of nations threatening the secu- 
rity of the United States, including the Union of Soviet 
Socialist Republics and al) countries under its domina- 
uon, and for other purposes. 

Be it enacted by the Senate and House of Represen- 
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tatives of the United States of America in Congress 
assembled, That this Act may be cited as the "Mutual 
Defensc Assistance Control Act of 1951." 


Title I—War Materials 


Scc. 101. The Congress of the United States, recognizing 
that in a world threatened by aggression the United 
States can best preserve and maintain peace by devel- 
oping maximum national strength and by utilizing all 
of its resources in cooperation with other free nations, 
hereby declares it to be the policy of the United States 
to apply an embargo on the shipment of arms, am- 
munition, and implements of war, atomic energy ma- 
terials, petroleum, transportation materials of strategic 
value, and items of primary strategic significance used 
in the production of arms, ammunition and implements 
of war to any nation or combination of nations threat. 
ening the security of the United States, including the 
Union of Soviet Socialist Republics and all countries 
under its domination, in order to (1) increase the na- 
tional strength of the United States and of the coopera- 
ting nations; (2) impede the ability of nations threatening 
the security of the United States to conduct military 
operations; (3) to assist the people of the nations under 
the domination of foreign aggressors to reestablish their 
freedom. 

It is further declared to be the policy of the United 
States that no military, economic, or financial assistance 
shall be supplied to any nation unless it applies an em- 
bargo on such shipments to any nation or combination of 
nations threatening the security of the United States, 
including the Union of Soviet Socialist Republics and 
all countries under its domination. 

This Act shall be administered in such a way as to 
bring about the fullest support for any resolution of the 
General Assembly of the United Nations, supported by 
the United States, to prevent the shipment of certain 
commodities to areas under the control of governments 
engaged in hostilities in defiance of the United Nations. 

Sec. 102. Responsibility for giving effect to the pur- 
poses of this Act shall be vested in the person occupy- 
ing the senior position authorized by subsection (e) or 
section 406 of the Mutual Defense Assistance Act of 
1949, as amended, or in any person who may hereafter 
be charged with principal responsibility for the adminis- 
tration of the provisions of the Mutual Defense Assist- 
ance Act of 1949, Such person is hereinafter referred 
to as the "Administrator." 

Sec. 103. (a) The Administrator is hereby authorized 
and directed to determine within thirty days after enact- 
ment of this Act after full and complete consideration 
of the views of the Departments of State, Defense, andi 
Commerce; the Economic Cooperation Administration z 
and any other appropriate agencies, and notwithstanding: 
the provisions of any other law, which items are, for the- 
purpose of this Act, arms ammunition, and implements: 
of war, atomic energy materials, petroleum, transporta— 
tion materials of strategic value, and those items Of 
primary strategic significance used in the production Of 
arms, ammunition, and implements of war which should 
be embargoed to effectuate the purposes of this Actz 
Provided, that such determinations shall be continu- 
ously adjusted to current conditions on the basis of in- 


vestigation and consultation, and that all nations receiv- 
ing United States military, economic, or financial as- 
sistance shall be kept informed of such determinations. 

(b) All military, economic, or financial assistance to 
any nation shall upon the recommendation of the Admin- 
istrator, be terminated forthwith if such nation after sixty 
days from the date of a determination under section 
103 (a) knowingly permits the shipment to any nation 
or combination of nations threatening the security of 
the United States, including the Union of Soviet Socialist 
Republics and al] countries under its domination, of any 
item which he has determined under section 103 (a) af- 
ter a full and complete investigation to be included in 
any of the following categorics: Arms, ammunition, and 
implements of war, atomic energy materials, petroleum, 
transportation material of strategic value, and items of 
primary strategic significance used in the production of 
arms, ammunition, and implements of war. Provided, 
that the President after receiving the advice of the Ad- 
ministrator and after taking into account the contribu- 
tion of such country to the mutual security of the free 
world, the importance of such assistance to the security 
of the United States, the strategic importance of imports 
received from countries of the Soviet bloc, and the ade- 
quacy of such country's controls over the export to the 
Soviet bloc of items of strategic importance, may direct 
the continuance of such assistance to a country which 
permits shipments of items other than arms, ammuni- 
tion, implements of war, and atomic energy materials 
when unusual circumstances indicate that the cessation 
of aid would clearly be detrimental to the security of 
the United States: Provided further, that the President 
shall immediately report any determination made pur- 
suant to the first proviso of this section with reasons 
therefor to the Appropriations and Armed Services Com- 
mittees of the Senate and of the House of Represen- 
tatives, the Committee on Foreign Relations of the Sen- 
ate, and the Committee on Foreign Affairs of the 
House of Representatives, and the President shall at least 
once each quarter review all determinations made prc- 
viously and shall report his conclusions to the foregoing 
committees of the House and Senate, which reports shall 
contain an analysis of the trade with the Soviet bloc of 
countries for which determinations have been made. 

Sec, 104. Whenever military, economic, or financial as- 
sistance has been terminated as provided in this Act, 
such assistance can be resumed only upon determination 
by the President that adequate measures have been taken 
by the nation concerned to assure full compliance with 
the provisions of this Act. 

Sec. 105. For the purposes of this Act the term “as- 
sistance" does not include activities carried on for the 
purpose of facilitating the procurement of materials in 
which the United States is deficient. 


Title 11—Other Materials 


Sec. 201. The Congress of the United States further de- 
clares it to be the policy of the United States to regulate 
the export of commodities other than those specified in 
title I of this Act to any nation or combination of 
nations threatening the security of the United States, 
including the Union of Soviet Socialist Republics and 
all countries under its domination, in order to streng- 


then the United States and other cooperating nations of 
the free world and to oppose and offset by nonmilitary 
action acts which threaten the security of the United 
States and the peace of the world. 

Sec. 202. The United States shall negotiate with any 
country receiving military, economic, or financial assist- 
ance arrangements for the recipient country to under- 
take a program for controlling exports of items not sub- 
ject to embargo under title I of this Act, but which in 
the judgement of the Administrator should be controlled 
to any nation or combination of nations threatening the 
security of the United States, including the Union of 
Soviet Socialist Republics and all countries under its do- 
mination. 

Sec. 203. All military, economic, and financial assist- 
ance shall be terminated when the President determines 
that the recipient country (1) is not effectively cooperat- 
ing with the United States pursuant to this title, or (2) is 
failing to furnish to the United States information suf- 
ficient for the President to determine that the recipient 
country is effectively cooperating with the United States. 


Title 11!—General Provisions 


Sec. 301. All other nations (those not receiving United 
States military, economic, or financial assistance) shall be 
invited by the President to cooperate jointly in a group 
or groups or on an individual basis in controlling the ex- 
port of the commodities referred to in title I and title 
Il of this Act to any nation or combination of nations 
threatening the security of the United States, including 
the Union of Soviet Socialist Republics and all coun- 
tries under its domination. 

Sec. 302. The Administrator with regard to all titles of 
this Act shall— 


(a) coordinate those activities of the various United 
States departments and agencies which are concerned 
with security controls over exports from other coun- 
tries; 

(b) make a continuing study of the administration of 
export control measures undertaken by foreign govern- 
ments in accordance with the provisions of this Act, 
and shall report to the Congress from time to time 
but not less than once every six months recommending 
action where appropriate; and 

(c) make available technical advice and assistance on 
export control procedures to any nation desiring such 
cooperation. 


Sec. 303. The provisions of subsection (a) of section 
403, of section 404, and of subsections (c) and (d) of sec- 
tion 406 of the Mutual Defense Assistance Act of 1949 
(Public Law 329, Eighty-first Congress) as amended, in- 
sofar as they are consistent with this Act, shall be ap- 
plicable to this Act. Funds made available for the Mutual 
Defense Assistance Act of 1949, as amended, shall be 
available for carrying out this Act in such amounts as 
the President shall direct. 

Sec. 304. In every recipient country where local cur- 
rency is made available for local currency expenses of the 
United States in connection with assistance furnished by 
the United States, the local currency administrative and 
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operating expenses incurred in the administration of this 
Act shall be charged to such local currency funds to 
the extent available. 

Sec. 305, Subsection (d) of section 117 of the Foreign 
Assistance Act of 1948 (Public Law 472, Eightieth Con- 
gress), as amended, and subsection (a) of section 1302 of 
the Third Supplemental Appropriation Act, 1951 (Pub- 
lic Law 45, Eighty-second Congress), are repealed. 


7. The China embargo resolution in 
the United Nations 


In the text of the U.S. embargo regulations quoted, 
we have seen a couple of references to the 
United Nations. The embargo measures which 
were undertaken by the United States and its al- 
lies against China, both before and after the out- 
break of the Korean War, will be discussed more 
fully in chapter 16. In this context we will only 
mention the resolution adopted by the United Na- 
tions General Assembly on May 18, 1951, recom- 
mending the United Nations members to apply an 
embargo against China on strategic commodi- 
ties. 48 

The importance of this resolution, which was 
taken after heavy American pressure, including a 
concurrent resolution of Congress, and after con- 
siderable British reluctance,'? lies mainly in the 
psychological sphere. It committed the United 
Nations members much less than the agreements 
earlier reached by the American negotiators in 
Western Europe and elsewhere. It left the imple- 
mentation of the resolution to the individual na- 
tion, and it permitted each nation to decide for 
itself which commodities they considered to be 
“useful in the production of arms, ammunition, 
and implements of war”.50 Thus the practical re- 
sults that followed upon this resolution probably 
did not add anything substantially to what had 
already been achieved. 

Contrary, however, to all earlier measures, the 
United Nations resolution got very wide publicity, 
and this was the first time that public opinion in 
Western Europe and the rest of the world was 
more widely informed about the embargo policy. 
As the American intention probably was to mar- 
shal Western public opinion?! in support of the 
embargo policy as such, and in that way indirectly 
to bring added pressure upon the West European 
governments, the opportunity was well chosen. In- 


stead of being introduced to the public as an ag- 
gressive measure of economic ai E 
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earlier embargo moves had been characterized 
even by some American Congressmen—the public 
now came to understand the embargo policy as an 
internationally concerted U.N. defence measure, 
a necessary complement to the common war ef- 
forts in Korea, which would help the United Na- 
tions forces win the war, and save lives of Ameri- 
can, Western European and other allied soldiers. 
It is in this context, as a way of justifying a doubt- 
ful policy with a sanction from the United Na- 
tions, and in that way getting Western public 
opinion favourably inclined to embargo activities, 
that the United Nations embargo resolution on 
China must be understood."? 


8. American import restrictions 


Our main concern in this book is with the Ameri- 
can and West European export policy to the 
East. We should, however, also notice that the 
United States at an early stage instituted a policy 
of discrimination against Eastern imports, with 
the main motivation that this would prevent the 
communist nations from earning dollars with 
which they could then buy "strategic" goods in 
other Western nations.?? The formal import dis- 
crimination was included in Section 5 of the 
Trade Agreements Extension Act of 1951 where- 
by the American president was ordered to sus- 
pend, withdraw or prevent the application of re- 
ductions in the rates of duty or any other fa- 
vours which by treaty had been given to a com- 
munist or a communist-dominated country. It 
further required the President to "take such 
measures as may be necessary to prevent the im- 
portation of . . .” Soviet and Chinese furs.5+ 

This Congressional demand was fulfilled by 
President Truman in the spring of 1951 when he 
withdrew all favours earlier granted to Czecho- 
slovakia, Rumania, Bulgaria, Hungary, and 
China. Later in the year the same withdrawal 
was used against the Soviet Union and Poland.5> 

Other American pin-pricks against trade with 
the East are here disregarded. As one example we 
can mention a Defense Department Procurement 
Regulation from October 31, 1952 which stipula- 
ted that the general policy of the Department of 
Defense was that contracts for procurement of 
supplies or manufactured products originating 
from sources within Soviet-controlled areas 
should not be awarded.5¢ 


Ill. MOTIVES BEHIND THE U.S. 
EMBARGO ACTIONS 


The different open embargo actions taken by the 
United States in 1947 to 1952 have been presen- 
ted above. Now we will ask why those actions 
were taken. 

It could be expected that this question should 
be easy to answer. But it is not. The embargo 
actions as such follow a rather consistent pattern. 
But nowhere in the discussions, or in the scant lit- 
erature dealing with these actions, is it possible 
to find a consistent and rational argument attempt- 
ing to show what the embargo should, or, with 
some degree of probability, could accomplish. 
Many individual statements can be found. But 
they express personal beliefs or desires about what 
could or should be accomplished, rarely a logical 
argument. 

This in itself is an interesting fact. The pro- 
fessional bias of a social scientist may lead him to 
believe that policy actions are taken as rational 
means to a desired end. Perhaps this is not the 
case, certainly it is not always. The absence of 
any penetrating means-end discussion in the em- 
bargo policy, and the many clearly emotional mo- 
tives advanced in favour of it, suggest that the 
policy may have been as much an expression of 
popular or political sentiments as it was a calcu- 
lated means to achieve a given end. 

In the bewildering diversity of statements about 
the whys and wherefores of the embargo, we must 
look for a pattern. This pattern will for the 
United States be presented here, and for Western 
Europe in the next chapter. In chapters 11, 14 and 
15 the different motives for or against the em- 
bargo policy will be critically analysed. 

The primary objective of the embargo policy 
was a desire to influence East-West trade. Most 
actions were designed to prevent the export of 
various goods from the West to the communist 
nations. In the case of the United States itself 
almost all goods were denied export licences. Sub- 
Sidiary import regulations were initially intended 
to strengthen the export policy. The legal strings 
attached to U.S. economic or military aid were 
intended to press other Western nations to cut 
down the flow of exports to the East in the 
American manner. 

The desire to influence Western exports is 
clear. But the main question is why the U.S. pol- 
icy-makers had this desire. The hypothetical an- 


swer that will be given is that partly the embargo 
policy was believed to be a good instrument for 
preserving the U.S. power superiority over the So- 
viet Union, and partly it was a rationalisation of 
anti-communist political sentiments. 


1. Desire for power superiority 


The first main motive is one that was advanced 
inside the U.S. government when the embargo pol- 
icy was first formulated late in 1947, namely, a 
belief in the embargo policy as a rational means 
of preserving the United States power superiority 
vis-à-vis the Soviet Union. 

In this formulation it is assumed, without fur- 
ther discussion, that one of the main aims of the 
U.S. policy during the first postwar decades has 
been to keep a power superiority over the main 
potential adversary, the Soviet Union. 

The superiority had two foundations. The first 
was the specific one in the military field, with the 
initial monopoly over the atomic bomb, and the 
continuous time-lag in the armaments race to 
which this initial monopoly exposed the Soviet 
Union. The second one was the much stronger 
American economy which gave the material base 
for a large number of alternative courses in in- 
ternational politics, as compared to the rather lim- 
ited Soviet alternatives of catching up in those 
weapons where the United States already had de- 
veloped a superiority. A strong economy simply 
is a good foundation for a strong and flexible 
international policy. 

The embargo policy could be used to affect 
both these aspects of the U.S. power superiority.57 


A. In the military field 


The development of the modern weaponry sys- 
tems rests to a very high degree on technical re- 
search and development work. This research and 
development process is extremely costly and time- 
consuming. A cheaper and faster way for the 
Soviet Union to catch up with the American ar- 
maments could be to buy as many details and 
components of this technique or technical knowl- 
edge as could possibly be had. The scientists in 
the United States clearly realized from the begin- 
ning that the American bomb monopoly was only 
temporary. The debate inside the United States 
right after the War concerned the question how 
and how soon the Soviet Union would get the 
bomb. In this debate those who by all means 
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wanted to slow down the Soviet development pace 
as much as possible gained the upper hand, and 
one result was that all kinds of technical knowl- 
edge about the new science and all related fields 
had to be closed to the Soviet Union. 


B. The general economic interdependence 


The sccond field of American superiority, the 
economy in general, is not unrelated to the first. 
In economics everything is related to everything 
else. A Western export embargo on selected non- 
military items, preferably those of great domestic 
necessity but relatively expensive to produce in- 
ternally in the Soviet Union, could force the re- 
source allocation of the adversary from military 
to non-military production. The logic of this rea- 
soning, when drawn out to its end, has been given 
in the muzhik-language of the Soviet Prime Mi- 
nister, Khrushchev, who said that the most stra- 
tegic of all commodities was buttons, because 
without them the soldiers could only fight with 
one hand as the other one would be occupied in 
holding up their trousers. Some American strate- 
gists have not come very far from this ridiculous- 
ness when they included plastic combs in the 
strategic lists and even reportedly wanted to in- 
clude brassiéres and shirt buttons.5§ 

it has been possible to find only one source 
which expressly confirms that this type of think- 
ing was behind the early embargo measures, na- 
mely the Forrestal Diaries. In these notes by 
the U.S. Navy Secretary, the discussions about 
the embargo in the U.S. government are also men- 
tioned a couple of times. 

In late 1947, for instance, Forrestal wrote in 
his diary: 

"As long as we can outproduce the world, 
can control the sea and can strike inland with 
the atomic bomb, we can assume certain risks 
otherwise unacceptable in an effort to restore 
world trade, to restore the balance of power— 
military power—and to eliminate some of the 
conditions which breed war. 

The years before any possible power can 
achieve the capability effectively to attack us with 


weapons of mass destruction are our years of op- 
portunity."6o 


The idea to fit the embargo policy into this 
power structure seems to have originated in the 
mind of that "Grey Eminence", Bernard Baruch, 
who already during the First World War had been 
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in charge of the industrial mobilization of the 
United States. Baruch knew that to produce an 
atomic bomb the Soviet Union had to construct 
a strong industrial base, and thus the United 
States bomb monopoly could possibly be main- 
tained for a longer period if the Soviet economy 
was denied access to those raw materials and 
other commodities which are required for a strong 
economy. The economic warfare idea was dicus- 
sed in a meeting between Baruch, Eisenhower, 
Patterson, the Secretary of War, and Forrestal as 
early as July 15, 1947. "Baruch feels that we 
must begin to use immediately all possible eco- 
nomic measures in our relations with Russia. By 
this he means prc-emptive and preclusive buying 
of scarce commodities", noted Forrestal.?! The 
possibility of inflicting harm in this way was 
also implicitly stated by e.g. one of the best U.S. 
experts on the Soviet economy, who wrote that 
the “attainment of the 1950 goal for industrial 
output appears improbable unless the supply of 
steel can be radically increased either by larger 
home production, or by recourse to substantial 
imports".9? 

Baruch seems to have got strong support for 
this policy from two men who later came to oc- 
cupy leading positions in the implementation of 
the embargo policy, Averell Harriman, the first 
Administrator of the Battle Act, and Harold Stas- 
sen, its second Administrator. In order to increase 
the economic power relations to the advantage of 
the West, Harriman not only advocated an ern- 
bargo over the export of critical materials to the 
Soviet Union but at an early stage also suggested 
that the West German economy should be re- 
built. For instance, on November 7, 1947, "Har- 
riman raised the question again of adequate con- 
trol on critical materials going to Russia and also 
the reconsideration of the level of industry in Ger- 
many" in a meeting with the United States Sec- 
terary of State, Marshall? A few weeks later 
Stassen, in a reply to a statement by Truman 
that he could see no reason for halting shipments 
to Russia, telegraphed a list of six reasons why 
the United States should give up "economic ap- 
peasement" of the nation that was everywhere 
openly opposing and sabotaging American efforts 
for peace recovery.®4 

Harriman's advocation of an embargo policy is. 
interesting also as a sign of a change in the think— 
ing of the American Administration. At the ena 
of the war, Harriman, as American ambassador 


to Moscow, had been favourable to big U.S. cred- 
its to the Soviet Union,“ with the motivation 
that"... the sooner the Soviet Union can de- 
velop a decent life for its people the more tole- 
rant they will become."9" Later in 1945, however, 
Harriman “reported that Stalin’s intentions were 
to take over Western Europe". The belief that 
Stalin was not as interested in developing a 
"decent life" for the Soviet people as in extend- 
ing and strengthening Soviet power in Eastern 
and possibly Western Europe, and that all avail- 
able resources were used to this end, made Har- 
riman realize that not credits but export restric- 
tions was the appropriate policy instrument. From 
the very scant evidence we have, it seems as if 
he, and others in the United States Administra- 
tion, advocated and adopted economic warfare 
mainly as a defensive means to press the Soviet 
Union into what they considered to be more 
peaceful and non-expansionist behaviour while 
the United States still had both an undisputed 
military and economic superiority.58 

The early arguments in the U.S. Congress are 
mostly of an emotional type. Sometimes, however, 
the embargo policy is treated as a policy weapon. 
The then chairman of the House Appropriations 
Committce, John Taber, for instance, in late 1947 
believed that if the United States had stopped 
all shipments to Russia, "Russia would long ago 
have agreed to world peace."'09 


2. Rationalisations of emotions 


It is hard to draw a line between a rational and an 
emotional argument for a policy. Baruch and Har- 
riman may have had a lot of economic logic and 
intelligence reports behind their opinions, but they 
may also have acted on Fingerspitzgefiihl. The 
same may be true about the member of the House 
of Representatives who in late 1950 spoke about 
East-West trade in the following way: 


“I brought this question up because our boys 
are dying by the thousands in Korea as the re- 
sult of trading with Russia. They are being killed 
by machines, by instruments that are either manu- 
factured in the United States or are paid for with 
American money. The American people are not 
willing for us to continue to finance that gang 
behind the iron curtain and have them supply the 
instruments of destruction to kill our boys on for- 
eign soil."79 
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By emotionalism is here meant that the policy 
can be considered as a way of giving vent to a 
deep psychological animosity to the communist 
sytem, a demonstration of disapproval, a way of 
living up to one's sense of moral decency, having 
a value in itself, divorced from any desire to 
achieve a concrete political result. A clearcut 
statement about the importance also of this mo- 
tive is, for instance, given by Senator Paul H. 
Douglas, who once said, "Í am opposed to 
trade with the Communist bloc for reasons of na- 
tional security and international morality”.7 

Emotionalism, thus understood, can be traced 
to have been an important motive behind many 
of the U.S. embargo actions, especially in Con- 
gress, from the beginning in 1947 till the present 
day.72 It has also been recognized as such by 
American analysts of the issue, which can be il- 
lustrated by two quotations: 


“For many years now, the tendency of Ameri- 
can public opinion has been to look upon trade 
with the Soviet Bloc as a matter of lofty moral 
principle, with any modification of this principle, 
any dilution of its essence, leading us toward na- 
tional disaster.”73 


"The question of East-West trade, under- 
standably enough, is fraught with moral and emo- 
tional issues and cannot be discussed in purely 
economic terms. This is an unavoidable fact, for 
such issues have a rightful place in any debate on 
a subject as controversial as that of commercial 
intercourse with an avowed enemy. At the same 
time, however, it is necessary to bear in mind that 
gross oversimplificaton of Communist aims and 
methods in the field of trade tend to hinder rather 
than aid in the formulation of an adequate West- 
ern response." 7: 


It seems likely that U.S. emotionalism in this 
field, which, of course, was a part of that strong 
emotional tide known as McCarthyism, was in- 
creased by the lack of knowledge about the econ- 
omic system of the Soviet Union and other com- 
munist nations. This lack of knowledge was partly 
self-imposed through Soviet-type restrictons in the 
United States on the travel to Eastern countries 
by American students, scholars and scientists, by 
the policy of denying entrance visas to "anarchists, 
Communists, and criminals", by the infringements 
on mail from communist nations, etc.75 The strict 
Soviet secrecy combined with these American 
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measures, which were not adopted in Western 
Europe, has helped to restrict the dissemination 
of objective knowledge about the communist econ- 
omic system, and helped to maintain an emotional 
attitude to problems like East-West trade. “It 
is not surprising, given this background, that 
while all books pay passing heed to the Commu- 
nist system, they do so only by way of dogmatic 
criticism, with little real exposition or understand- 
ing of the competitive threat of such a system; 
e.g., in the uncommitted areas of the world”, con- 
cludes a special investigation in 1963 by the 
American Economic Association on the American 
textbooks at pre-university school levels.7¢ 


IV. THE COMPLEX "AMERICAN" POLICY 


1. Main subjects behind U.S. policy making 


The "American" policy, the "American" stand- 
point, the “American” side, are expressions 
which have been and which will be used in this 
book. This is, of course, a crude way of abstract- 
ing from the highly diverse pattern of actions 
among competing forces inside the United States. 
When "American" is used in this way, what is 
meant is the final policy or standpoint which 
the American side has taken on a concrete issue. 

Behind the final American policy decisions, 
however, the standpoints of a number of different 
groups and individuals can be found, some of 
which may have craved much more far-reaching 
decisions, and others lesser ones. 


A. Public opinion 


During the period treated in this part, that is 
1947-1953, the American public was much influ- 
enced by the events in Eastern Europe, particu- 
larly the Prague coup and the Berlin blockade, 
and by the Korean War. The period is marked 
by a strong animosity ty "the Reds", and to any 
dealings with them.*7 

The position of U.S. public opinion is, how- 
ever, also easy to understand. Many businessmen 
have been convinced that a communist system 
would expropriate their property and—to the ex- 
tent that they would survive—change them into 
state bureaucrats. Labour union members have 
Observed how the Soviet labour unions lost all 
of those powers which are considered important 
in the West. Some segments of the religious com- 
munity have been horrified by communist athe- 
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ism. Sentences like "How long—Oh, my God— 
shall we stand by and see Thy peoples who love 
Thee reviled, persecuted and murdered by atheis- 
tic Communists?" are important when they are ut- 
tered by Cardinal Spellman.78 The intellectuals 
know that their freedom of discussion would be 
severely checked under communism. And apart 
from such considerations of self-interest, the pub- 
lic has known that the Soviet Union was the only 
power that could challenge the American world 
supremacy both in economic and military power, 
and which had actually done so, especially in 
East Central Europe. 


B. The business community 


That part of the American business community 
which has been directly interested in, and thus a 
potential defender of East-West trade has been 
small. East-West trade has been but a tiny frac- 
tion of American foreign trade. But the small 
group of businessmen involved has time and again 
since the early days’® of the embargo policy 
raised protests against what it has considered to be 
a non-rational policy. Its power, however, has 
been much too small to influence general public 
opinion. The individual members of this group 
have also had to be careful in their attempts to 
check the American anti-East trade policy, lest it 
should react unfavourably on the usually much 
more important part of their activities, located on 
the domestic market. Some influential segments 
of the business community, most markedly the oil 
sector but also other exporters to Western Europe. 
have had an economic interest in excluding Soviet 
competition on the West European market. 


C. Congress 


The American Congress is the representative of 
the American people. It is thus fully understand- 
able that Congress reflected the anti-communist 
feelings of the general public in the early 1950's. 
These feelings craved some practical actions. As 
the United States had little possibility to inter- 
fere in the internal political life of the communist 
nations, and as the communist-witchhunt in 
America was by its very nature restricted,®° the 
only remaining outlet for these feelings was im 
the field of international relations with the com- 
munist nations. When the public demanded action, 
Congress was only able to sever these relations, 

There is, however, the question as to what ex— 
lent Congress not only responded to the public 


but also led it. The existence of a mutual interac- 
tion seems evident. It is probable that with an- 
other policy Congress could have at least modi- 
fied public opinion on the issue of East-West 
trade. 

The presentation of Congress as the hardest 
driving force in the embargo policy hides the fact 
that many Congressmen have taken strong stands 
against its extreme trade measures. In the early 
1950's Senator Cabot Lodge, for instance, tried to 
preserve a degree of flexibility in the policy for 
the Administration, and in later years Senators 
John Kennedy and Fulbright have spoken in fav- 
our of restoring such a flexibility. They have not 
been alone, but neither have they been joined by 
enough colleagues to prevent the "general will" 
of Congress from resulting in clear anti-East- 
West trade laws. 


D. The Administration 


A fourth main group of subjects in the United 
States is found under the collective name of the 
Administration. In the embargo policy the De- 
partments of State and Commerce had the for- 
mal responsibility for the execution of the inter- 
national part of the policy. But the embargo pol- 
icy, as laid down by Congress, was too much in 
open conflict with the trade policy of the West 
European governments, and the State Department 
was forced to find a way of balancing the two 
sides in a diplomatically acceptable way. 

However, the Administration also includes the 
Department of Defense which had a stronger de- 
sire to extend the embargo policy. The conflicts 
over the embargo policy inside the Administra- 
tion were resolved by a specially created frame- 
work, consisting of a number of different commit- 
tees. How these committees actually have worked 
is difficult to understand from the literature on 
the subject.9! It is clear that the conflicts have 
been severe with the military representatives at the 
one extreme and the State Department at the 
other. 


2. The internal American conflict 


'The heterogeneity of opinions inside the United 
States on how to conduct the embargo policy can 
be illustrated by a clear conflict between Con- 
gress and the Administration, which can be found 
from the very beginning. This conflict concerned 
the very important issue of policy formulation. 


The most severe proposals in Congress indicated 
a desire to dictate a policy to Europe. The State 
Department wanted to formulate the policy much 
less harshly, to the extent that it had to be openly 
formulated at all. The State Department tried to 
get a legal formulation of the embargo policy that 
would give the President as much discretionary 
power over its execution as possible. Possibly it 
also wanted to have shorter embargo lists than 
Congress demanded. But as East-West trade, 
then as now, was a relatively unimportant prob- 
lem for the U.S. policy in general, the Administra- 
tion probably did not want to expend too much 
political capital on this issue. It should be remem- 
bered that Congress at the time of the early em- 
bargo policy was a problem for the general policy- 
making of the Administration. A distinguished 
American historian, in reviewing the Eisenhower 
Administration, deemed that "Any Chief Execu- 
tive compelled to deal with that body in the 1950's 
deserves sympathy. Unrepresentative of the coun- 
try as a whole, bogged down in anachronistic 
procedures, led by mediocrities, it would have 
tested the tactical skill of the ablest President."5? 
In this setting the embargo simply was not im- 
portant enough to fight for in a serious manner. 


A. The length of the embargo lists 


We have few open expressions revealing anything 
about the conflicts inside the United States on the 
question of how long or inclusive the embargo 
lists ought to be. 

We do have one indication that a conflict 
existed within the State Department itself in the 
very beginning of the policy. On January 16, 
1948, Averell Harriman outlined the new U.S. 
policy of export controls in the U.S. Cabinet. In 
so doing he "pointed out that it would meet 
head-on with the economic section of the State De- 
partment who were crusading for the pattern of 
international trade agreements, reciprocal trade, 
etc., sponsored by Will Clayton. Harriman said 
these were desirable objectives in a more orderly 
world but were not applicable now . . "83 

The outcome of the internal U.S. conflict on 
the length of the embargo lists was in favour of 
those who wanted to cut off trade more or less 
completely. This can also be deduced from the 
development of trade between the United States 
and the "Soviet Bloc", including China. While 
the U.S. imports from the bloc during the four 
years fram 1948 to 1951 fell by more than half, 
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the U.S. export to the bloc virtually disappeared. 
The import figures for these years were 233, 
174, 226 and 108 million dollars, while the ex- 
port figures were 397, 145, 64 and 3 million 
dollars.55 

This trade development suggests that at least 
for the United States itself the Administration 
was not interested in too heavy an opposition to 
those Congressmen who considered all trade with 
the communists as deals with the devil. 


B. The methods of cooperation with 
Western Europe 


Contrary to the paucity of data on the first side 
of the internal U.S. conflict, we have an over- 
whelming amount of evidence about the second 
side, that about the methods by which the United 
States should gain the cooperation of Western 
nations and particularly of the industrial West 
European nations. 

The Administration wanted to use traditional 
diplomatic means of negotiation and persuasion, 
and pursued the issue in this way. The informal 
Cocom-organisation was a result of these endeav- 
ours. Congress, on the other hand, already from 
the beginning of the Marshall aid, also wanted to 
put pressure on the aid-receiving nations, threat- 
ening to withdraw the U.S. aid if the U.S. East- 
West trade policy was not accepted.59 

Section 117 (d) in the Marshall Aid Law was 
deemed to be very severe by several Congress- 
men, but it was moderate compared to the le- 
gislation which was enacted in the emotionally 
charged atmosphere of the Korean War, with the 
Battle Act as the Congressional peak-achievement. 

All these actions by Congress show a profound 
dissatisfaction with the handling of the embargo 
questions by the Administration, and especially 
with the slight pressure brought to bear on the 
West European governments. The Kem amend- 


ment, for instance, "was adopted because of the 
belief by some Members of Congress that the 
administration ... had not been diligent in giv- 
ing effect to earlier provisions of law . . .", accord- 
ing to a good source?" And further, after the 
Kem amendment had been in force for some time, 
"Some Members of Congress believed that the 
Administration was using the exception provision 
of the Kem amendment in such a way as, in ef- 
fect, to nullify the intent of Congress expressed 
in the policy portion of the amendment. "58 

The irritation of the Adminstration with the 
interference in the foreign policy-making by Con- 
gress was, as we also have shown above, time and 
again expressed, either in harsh statements by the 
President himself, or by milder explanations of 
the difficulties by some member of the execu- 
tive.8? 

The responsible officials in the State Depart- 
ment and in the Administration probably also 
knew that it had been wiser not to put strings on 
the foreign aid connecting it to compliance with 
U.S. foreign trade policy. One reason why this 
was not wise is the lack of efficiency in such a 
connection. If aid had been withdrawn from 
Western Europe in the early 1950's the Western 
defence alliance would have suffered seriously. 
This inefficiency has been well stated by one ob- 
server concerning strings On aid to underdevel- 
oped countries. Mutatis mutandis the statement 
also applies to our case: 


“The true independence of countries receiving 
U.S. aid is nowhere better shown than when the 
United States tries to insist upon some well-meant 
reform. There are no means of forcing govern- 
ments into efficiency and few means of persuad- 
ing them. Withdrawing aid from any basic joint 
program is self-defeating, and below the level of 
withdrawal sanctions scarcely exist.''$0 


Chapter Four. Attitudes in Western Europe 


1. INTRODUCTION 


During the latter years of the war-ridden 1940's 
the United States was the only nation with a great 
capacity for the production and export of the 
advanced machinery necessary for industraliza- 
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tion. Thus the American embargo regulations, 
had they been efficiently and rigorously imple- 
mented, might seriously have impaired the ability 
of the communists to buy essential development 
goods. But this situation was only temporary. In 
1947 and 1948 a programme was initatied to ex- 


port many American facilities to the West Euro- 
pean nations, which would help them rapidly re- 
gain a high level of industrialzation and an ad- 
vanced technology. If the United States wished 
to deny the communist nations this same develop- 
ment, as to a varying degree both Congress and 
the Administration seemed to want, economic 
logic demanded that the West European nations 
cooperate in the embargo programme. The purely 
American screening regulations would not be suf- 
ficient. 

In the last chapter we presented the internal 
American legislation, and the American pressure 
that was to be used to gain this West European 
cooperation. In the next chapter we will describe 
the success, or lack of success, of this policy as 
revealed by the institutional arrangements. Before 
so doing, we will now look at the development of 
attitudes in the West European nations towards 
embargo actions and the possible reasons for these 
attitudes. 


IL. EVIDENCE OF WEST EUROPEAN 
RELUCTANCE 


Below we will present some of the available mate- 
rial showing the attitudes of the West European 
governments to the U.S. embargo proposals. Most 
of the quotations are taken from British sources. 
It is thus of interest to note that in several of my 
interviews in other West European nations, it has 
repeatedly been stressed that these nations often 
passively followed England on the general lines of 
policy, while being active only on the issues of 
particular economic interest for themselves. 


1. Before the Battle Act 


The British licensing controls were published in 
the beginning of 1949! and licences were re- 
quired mostly for machinery, non-ferrous metals 
and chemicals. The accompanying comments 
were neutral and free from any hint that the pol- 
icy had been pressed upon the British govern- 
ment.? The need was stressed only for keeping 
in touch with their principal partners in Western 
Europe and with the United States, if the British 
controls were to be effective. 

In February 1949, Harold Wilson, who then 
was President of the British Board of Trade, 
made a speech in which he implicitly argued 
against American pressure, without mentioning it. 


He stressed the fact that Britain regarded the de- 
velopment of East-West trade as a healthy thing, 
that Britain pursued trade with East European 
countries, and pursued it actively, wherever it 
was to its economic advantage to do so, and that 
politics did not enter into British foreign trade, 
in spite of the necessity to watch closely the de- 
velopment of the export of strategic goods.3 

During 1949 there were a number of questions 
put forward in the British Parliament about the 
embargo, mostly revealing how little the question- 
ers knew, and how little the spokesmen for the 
Board of Trade were prepared to reveal. Some 
discussion arose about 55 jet engines sold to the 
Soviet Union in 1947, and early in 1949 it was 
authoritatively stated that "further sales were not 
contemplated"! At about the same time it was 
announced that the conditions of the recently con- 
cluded Anglo-Polish trade agreement had been 
Checked by the U.S. Administrator of the Eco- 
nomic Cooperation Act in conformity with section 
117 (d), and that he had no objections to the agree- 
ment.5 In April 1949 there was a marked decline 
in British exports of machinery to the Soviet 
Union and a question was put to the government 
whether they would reconsider the policy of with- 
holding many types of machinery to Eastern 
Europe. The answer was a firm “No, Sir"9 A 
government spokesman in April 1949 made the 
short but somewhat vague statement that in prin- 
ciple "it was not expected that the control of 
exports of certain classes of goods for security 
reasons would restrict the scope for mutually use- 
ful trade between ourselves and Eastern Eu- 
rope".7 

On the Continent of Europe there appears to 
have been even less open debate concerning the 
embargo. In the beginning of 1948 a few newspa- 
pers reported the efforts of the State Department 
to keep Congress from trying to create too exten- 
sive an embargo.? In August it was noted that the 
United States Secretary of Commerce had stressed 
that in spite of the restrictions of a security na- 
ture on exports to Eastern Europe, the United 
States was in favour of a more intensive East- 
West trade, and that so far no general embargo 
list had been established by the Department of 
Commerce.? 

In March 1949 it was "confirmed in the in- 
formed circles" that France and the United States 
had reached a provisional agreement on the 
restriction of the exports of some military goods 


37 


to the communist nations. No specific commodity 
list had been established, and, except for military 
goods, France continued to have a strong desire 
to develop its trade with the East.10 

At this time the French political scientist, Mau- 
rice Duverger, wrote an article in Le Monde in 
which he criticized the emerging strategic em- 
bargo policy. He said that the economic flows 
between the two Europes were natural and that 
the list of strategic goods should not be too long. 
He admitted that the United States was free to 
forbid the reexport of goods delivered under the 
Marshall Plan. “But no-one is qualified to stop 
the Europeans from using as they judge expe- 
dient some goods made on their territories".!! 

Furthermore in March 1949, the New York 
Herald Tribune reported that three proposed em- 
bargo lists had already been given to the West 
Europeans in the last week of October 1948, one 
for ammunition, one for "prohibited" goods, such 
as machine tools, steel presses, petroleum and 
chemical products, non-ferrous metals and preci- 
sion instruments, and one for "restricted" goods 
which included everything from "lead weights for 
fishing lines to locomotives". The New York Her- 
ald Tribune said that several countries disap- 
proved of the principle of the lists, either because 
they could not be effectively applied or because 
the East might retaliate and shut off all trade 
with the West. "For those reasons Western Europe 
has not yet accepted the proposed licensing sys- 
iem. But officials wonder how much longer they 
will be able to put off continuing American pres- 
sure",1? 

Towards the end of March 1949, the French 
Ford Company was accused in the New York 
Herald Tribune of exporting American Marshall 
Aid goods to Poland. In this connection a spokes- 
man for the Administration of Marshall Aid is- 
sued a declaration regarding the practical inter- 
pretation of section 117 (d), which is of some 
interest. The problem is more economic than po- 
litical, he said, and continued: 


"We are sending materials to France in order 
to help in the reconstruction of her industry. If 
with this material France produced finished pro- 
ducts, incorporating French labour, which she 
then reexports, we consider that this commercial 
operation is perfectly legitimate, and contributes 
directly to our common objective: the develop- 
ment of European industry. If, on the other hand, 
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this material, scarce on the American market, was 
reexported from France as such, and practically 
in the same wrappings, we consider that the 
American exporter, who is forbidden such an ex- 
port, would have reasons for complaints.”!8 


In June 1949 a meeting in the ECE provoked 
a lot of discussion about the embargo policy. The 
American and the Soviet representatives ex- 
changed heavy blows in the plenary meeting, and 
in a press review some days later, Le Monde sum- 
marized the commentaries of the European press 
in the following headlines: "The economies of 
Eastern and Western Europe need each other" 
and "Only America is hindering the solution".!4 

In the main publication! of the ECE Secre- 
tariat the American and British restrictions on 
goods “having a potential military value” but 
which “are also indispensable to ordinary eco- 
nomic life and growth” were treated together with 
some other political interferences in trade. The 
conclusion of ECE was that “if political discus- 
sions do not give way to more positive acts of 
cooperation, the economic consequences will in- 
evitably take the form of a further division of 
Europe...” 

In the private discussions between the delegates 
to the ECE the embargo policy was often deba- 
ted and mainly in terms which were more out- 
spokenly critical of the U.S. policy approach than 
can be seen from the published ECE material. In 
late November, 1949, the Executive Secretary of 
ECE, Gunnar Myrdal, sent letters to the Assistant 
Secretary of State in the U.S. State Department, 
Willard L. Thorp, to Ambassador Averell Harri- 
man in Paris, and to the Soviet Minister for 
Trade, A. Mikoyan. In the first two letters Myr- 
dal strongly pleaded for a reconsideration of the 
American embargo policy. These letters came one 
week after the Cocom-organization had secretly 
been established in Paris, and Harriman was evi- 
dently irritated by Myrdal's interference as was 
clearly demonstrated in his reply. 


2. To the Battle Act 


The West European criticism continued through- 
out 1950 and the first half of 1951, in vague and 
cautious terms so long as the embargo lists were 
kept relatively restricted. But in August and Sep- 
tember of 1951, when the Battle Act was discus- 


sed and adopted by Congress, the reaction in 
Western Europe to this kind of dictate grew 
stronger and more openly outspoken.!9 

When the Battle Bill had passed the House 
Foreign Affairs Committee, the Economist bit- 
terly said that if someone was to decide East- 
West trade by the tossing of a coin, he "could 
hardly follow a policy of economic warfare more 
incalculable and arbitrary than that which is likely 
to result from the Battle Bill ...". The Bill im- 
plied an American veto over the trade policies of 
a score of countries, an arrangement which the 
Economist thought "incompatible with the free 
and equal partnership between the United States 
and its allies." It also unnecessarily hurt the Euro- 
pean feelings of being "proud of their indepen- 
dence and jealous of their rights", as the Battle 
Bill by itself could do no more than had already 
been done in many months of confidential and 
friendly discussion in Paris." Some weeks later 
the same journal wrote that "The Battle Bill im- 
plies either that America's allies are disloyal or 
that they are incapable of deciding for themselves 
what is the balance of gain and loss in their ex- 
changes with the communist countries—in short 
that they are either fools or rascals,"!8 Mr. Battle 
himself admitted that the U.K. considered the 
American embargo measures as an infringement 
of British sovereignty.19 

'The President of the Board of Trade, Sir Hart- 
ley Shawcross, in a speech directed to the Ameri- 
can public in August 1951, said that if we are 
allies we must treat each other as such. Brutal and 
unilateral measures, lack of understanding of the 
Other's point of view, and lack of confidence are 
unfavourable to a true alliance. To deprive one 
part of Europe of the resources of the other will 
not put an end to communism. The risk is that 
it will only lower the level of the economic activ- 
ity without giving any benefits to the one or the 
other: 


"Our position was wholly different in East- 
West trade as in many other matters from that of 
the United States, because of the importance of 
this trade to us. America had not, and did not, 
need to have any significant trade with the So- 
viet; it meant little or nothing to her to discon- 
tinue the imports of furs, caviare and crab. With 
us things were quite different. We obtained from 
the Soviet bloc essential foods and raw materials 
—and we believed that in these trade exchanges 


we got as good as we gave, economically and 
strategically". 

"We were always ready to discuss these mat- 
ters with our Allies, as indeed we had consistently 
done. But we did ask our friends in the Atlantic 
Community to put themselves in our place. What 
would they do? Would it help the community if 
Britain were deprived of these essential things? 
Would it make us strategically stronger if war 
came—or economically stronger to resist Com- 
munist infiltration?" 

"This was not a matter which ought to be 
settled by the laying down of unilateral conditions 
or by the denial of supplies essential to our well- 
being. It was pre-eminently one for frank but 
friendly discussion between Allies. For, at the end 
of the day, the success of the Atlantic alliance 
must depend on understanding and confidence 
between our countries. If we were partners—as 
we must indeed be—we must treat each other as 
partners. Harsh or unilateral action; the failure on 
either side—and there had been failures on both 
sides—to understand the other's point of view, 
his special difficulties, and lack of confidence was 
something inimical, to partnership."20 


In a speech to the U.S. National Press Club 
on September 13, 1951, the British Foreign Min- 
ister, Herbert Morrison, said that it would be 
of no use to try to hide the great differences that 
divided Britain and the United States on the two 
issues of recognition of China and of East-West 
trade. He also stressed the fact that this trade 
would continue.?! 

In France, Le Monde had a commentary at the 
time of the Kem amendment in May 1951 in 
which it stressed that the real reason for the 
wrath of the American Congressmen was the Brit- 
ish refusal to put an embargo on the export of 
rubber, and that the actions were primarily di- 
rected against Britain. For France the economic 
effects would not be serious. More serious would 
they be for Western Germany, from which count- 
ry the communists were said to have got more 
than one billion dollars worth of strategic ma- 
terial after the war, much of it by way of illegal 
smuggling.?? The main objection of Le Monde 
to the American legislation was that it left the 
definition of a "strategic" commodity completely 
open, and the paper feared that the Americans 
might apply Senator Malone's interpretation that 
even shirt buttons constituted an item of military 
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significance during a shooting war.?3 That some 
U.S. policy-makers had a very wide definition of 
“strategic” items, much too wide for the Euro- 
peans, can be illustrated by an excerpt from a 
House report: “All items of recognized military 
value are embargocd and even shipment of such 
things as small plastic combs have been curtailed 
to prevent their being uscd in China as incentive 
goods.” 

In September a commentator in Le Monde, 
Jean Créach, deplored the vicious circle of in- 
creasing hostility between East and West, and its 
new turn in the commercial field represented by 
the Battle Bill. He said that in the same way as 
the Soviets, with their affiliated communist par- 
ties, conduct a political war, using against the 
West the weapon of social agitation, the United 
States seems to be ready to generalize the use of 
commercial warfare. “But isn't this a double- 
edged weapon?”, asked the French commentator; 
“Is it not possible that the economic war will 
drive the bloc together in a close autarky and 
prevent all internal evolution of the communist 
system, or, on the other hand, drive the commu- 
nist nations to such despair that they will not 
even try to negotiate with the West, but will ex- 
plode in desperation against it?” The only valid 
argument, recognized by Créach, in support of a 
strict blockade, was if it could be used as a bar- 
gaining instrument to force the communists to end 
the war in Korea.?5 

In Western Germany opposition to the embargo 
was also severe and many industrialists bowed 
only “reluctantly” and with “dismay and re- 
sentment" to the embargo regulations.?9 

Let us also add a couple of quotations from 
two close American observers of the East-West 
economic problems in the beginning of the 1950's. 


"The one thing perfectly clear about the Uni- 
ted States efforts to control exports from West to 
East is that from the time that the matter was 
made the subject of Congressional inquiry and 
action, United States policy has exasperated re- 
sponsible circles in nearly every Western Euro- 
pean country and many countries outside Europe. 
As I wrote in 1951: 

‘What irritates Europeans most is that Con- 
gress seems to believe that (1) they are less in- 
terested than Congress in keeping down the Soviet 
War potential, although they are constantly in the 
shadow of the Russian Army and (2) that even if 
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they feel correctly, they are incompetent to decide 
upon the balance of advantage in their trade with 
the Communists'."?7 

“As relations with the United States took on 
increasingly the aspect of a military alliance, 
moreover, new strains in relationship were added. 
One of these was occasioned by the increase in 
American concern over East-West trade. The will 
of European allies to cooperate in imposing spe- 
cifically defined controls over this trade was not 
helped by the fact that the restrictions proposed 
often gave the appearance of being not the com- 
bined judgments of partners but measures initia- 
ted by the United States Congress and linked with 
the threat ot economic sanctions. The resentments 
that resulted were detrimental to relations. But 
the Amcrican government avoided a bludgeon ap- 
proach in administering the legislation adopted, 
as it sought cooperation in remedying numerous 
weaknesses in existing controls. “™?3 


Ill. MOTIVES BEHIND THE EUROPEAN 
ATTITUDE 


The West European reluctance to adopt the far- 
reaching American embargo policy is manifest in 
the material given in the last section. The above 
quotations give, moreover, a number of hints as 
to why the West Europeans took such a reluctant 
attitude. In this section the motives will be more 
clearly presented. These motives, together with 
the American ones, presented in chapter 3, form 
one important basis for how the embargo policy 
was conducted. They are based on different be- 
liefs about reality. The realism of these beliefs 
will be tested in the following chapters. 


1. Economic motives 


Summarizing the embargo experiences of the 
years here discussed, the President of the British 
Board of Trade on March 22, 1954, said in the 
House of Commons, “I hope that we can 
deny goods of real military value, but not engage 
or acquiesce in what might become a long-term 
loose, and ineffective blockade of Russia."29 

From the available evidence it seems as if this 
is an adequate summary of the West European 
position. There was never any real dispute over 
the fact that "goods of real military value", as 
conventionally understood, should be prevented 


from reaching the communist orbit.2° But the si- 
tuation was different with respect to other goods 
considered “non-military” by the Europeans. 


A. The economic interest in East-West trade 


First of all, Western Europe simply wanted to 
keep, and to expand its traditional East-West 
trade, which was of relatively much more impor- 
tance for Europe than for the U.S.A. While the 
United States came out of the war with a much 
greater production potential than in 1939, the 
European nations in the late 1940's were trying 
to rebuild much of their destroyed industries. And 
in the planning for economic recovery, the West 
European nations intended to rely extensively on 
trade with Eastern Europe.3! It can be said that 
as regards East-West trade "the European na- 
tions of the Western bloc have given greater con- 
sideration to the economic advantages of their 
own individual countries than to any political con- 
siderations for the Allies."32 

In contrast to American interests there was 
therefore in Western Europe not only direct gov- 
ernment interest in keeping open the foreign 
trade channels with the East, but also large vested 
interests. These interests which could be harmed 
by the embargo policy, could, and did, put pres- 
sure on the respective governments. Important 
segments of both industry and labour were di- 
rectly or indirectly tied to the Eastern trade. For 
instance, Mr. Aneurin Bevan, a Labour Party 
leader, in 1952 charged that unemployment in 
Lancashire had resulted from American embargo 
actions. He charged further that by cutting off 
West Germany from its natural markets in Eastern 
Europe, the United States intensified German 
competition against Great Britain in other mar- 
kets. He believed that United States policy hurt 
Britain more than Russia. "Against whom is the 
cold war being conducted— Britain or the Soviet 
Union?" he asked.?3 


B. Irrationality of the embargo 


Secondly, the West Europeans did not think that 
the embargo policy was a rational means to 
achieve a desired end. It would be absurd to say 
—as was sometimes done—that the West Euro- 
peans were less interested than the Americans in 
preventing the Soviet Union from extending its 
political domination in Europe. The first ones to 
be hit by such an extension would have been the 


West Europeans themselves. The basic American 
and West European political end, therefore, did 
not differ in this respect. 

The Europeans differed, however, with the 
Americans on how this policy of containment 
should be carried out. That the embargo policy 
would be a suitable element in it, they doubted 
very much. There were three main economic rea- 
sons for this doubt. Firstly, the embargo policy 
could not be implemented in a practical way. Sec- 
ondly, if it were possible to implement, it would 
not hurt the East enough to make it change its 
policy. Thirdly, if the embargo policy did hurt 
Eastern Europe, it would hurt Western Europe to 
about the same extent. 

They based the notion that the embargo policy 
would not be practicable on the difficulties of 
getting the proper political decisions made and 
the even greater difficulties of putting into effect 
all those practical control measures that would be 
necessary in the event of any political decisions 
being made. Also to be considered were the dif- 
ficulties involved in inducing the neutral nations 
to cooperate. 

Moreover, the West Europeans pointed out that 
the foreign trade of the Soviet Union was a very 
small part of the total Soviet economy, and thus 
could not be expected to be of such importance 
to Stalin as to make him change his policy. It 
was recognized that foreign trade was of greater 
importance to the East Central European nations, 
but it was equally well recognized that these na- 
tions were hardly very influential in the decision- 
making process in Moscow. 

Finally, the West Europeans pointed out to the 
United States that trade was a two-way affair, that 
even if some economic hardships could be in- 
flicted upon Eastern Europe by denying them 
Western export goods, the result would be a less 
optimal division of labour also for the West Euro- 
pean nations, with consequent losses to them, too. 
Neither was there any practical way of assessing 
the losses to either side in the event of a cut in 
trade or prevention of a potential growth in trade. 
Implicit in the American argument was either that 
the greater part of the profits of trade would be 
enjoyed by the Eastern side, or that the West 
European nations should feel compensated by the 
American aid for any losses in the form of pro- 
fits foregone. The West European argument was 
that the gains from trade for both sides were 
equal or more favourable to the West Europeans, 
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and that the issues of trade with Eastera Europe 
and American aid could not be ted together in 
this way. 


C. The rubber issue—an illustration 


These economic objections of the Europeans can 
be ülustrated by one of the main issues which 
prompted the American Congress to enact the 
Battie Act, namely the export of sterling area rub- 
ber to communist nations. Rubber was the most 
contreversial product. but the nature of the prob- 
lem was similar also with respect to commodities 
such as tin. wool and cotton.4 

At about the same time as the Battle Bill was 
passed by Congress the U.K. concluded a new 
trade agreement with the Soviet Union, including 
an exchange of one million tons of Soviet grain 
against sterling area commodities. As in earlier 
agreements, a clause was inserted giving the So- 
viet Union the right to withhold shipments of 
grain if it were unable to buy e.g. rubber. By 
concluding this agreement the British government 
demonstrated that they did not want to submit to 
the American pressures to stop the export of rub- 
ber te the Soviet Union. It was also supported by 
Holland, which exported much Indonesian rubber 
to the U.S.S.R.55 In 1951, however, the British 
relucantlv imposed licensing controls on both 
England and Malaya? But actual exports con- 
tinued at a high level, with a doubling of the ex- 
port in the first half of 1952. This sudden in- 
crease was explained by "a substantial accumula- 
tion of rubber the export of which was licensed in 
1951 but the shipment of which was delayed until 
19527.55 This statement may reflect that hard 
bargaining was going on between the United 
States and Britain in 1951, during which time the 
shipments to the Soviet Union may have been 
“delayed”. Export of rubber to China was stop- 
ped on May 10. 1951. 

The British argument that the embargo policy 
was impossible to implement was strikingly illu- 
strated in 1952 when the Ceylon government 
made a big rice-rubber deal with China, which 
seriously counteracted the Cocom policy. In spite 
of this, some restrictions may have been intro- 
duced in 1953 when the British reexport to the 
Soviet Union fell from 94 to 25 million dollars, 
mainly hitting the rubber export‘? There were 
no signs that the decreased rubber flow influenced 
the general Soviet foreign policy, but in its ex- 
pert the Soviet Union refused to include more 
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than 200,000 tons of grain to Britain in 1953. 
The necewity to compensate for this decrease 
may have hurt the U.K. as much as the decreased 
rubber export hurt the Soviet Union, and in the 
UK. it was believed that the new grain deal was 
a retaliation for the rubber restrictions.*! It is 
not unlikely that this helief caused the quick libe- 
ralization of rubber exports to the Soviet Union, 


as early as in May 1954.*? 


2. Political motives 


The West European objections to the American 
embargo actions were based not only on economic 
motives. Equally weighty, perhaps, were the poli- 
tical objections, both as regards the methods used, 
by the U.S. Congress in particular, and as regards 
the effects which could be expected in Eastern 


Europe. 


A. U.S. dictates resented 


Like its predecessors, the Battle Act was not con- 
sidered to be a good piece of legislation. It can 
even be said that it was utterly detested by the 
West Europeans. This has been brought home to 
this author not only by commentaries such as 
those quoted, but even more so in the interviews 
for this book. Several poeple who in one way or 
another were involved in the embargo policy have 
expressed the same feeling. Even those who had 
forgotten most of what the embargo was about 
remembered that the United States had enacted a 
very dictatorial law. 

Why was the Battle Act and its predecessors so 
detested in Western Europe? The answer seems 
to be that it violated two fundamental principles, 
one guiding the behaviour inside an international 
alliance, the second being a basic rule of interna- 
tional law and behaviour in general, inherited 
through centuries. 

In an alliance like NATO, which is of a for- 
mally voluntary nature, solutions to conflicts must 
be peaccfully negotiated and decisions must be 
taken in a friendly and more or less unani- 
mous way. By the necessity of power it seems 
as if a leading nation, or group of nations, must 
exist. But all the partners like to think of them- 
selves as free and equal inside the alliance. If the 
most powerful nation starts to solve conflicts in- 
side the group by laying down dictates, contrary 
to the will of its partners, it is virtually certain 


to start a process of doubts and disintegration of 
the alliance itself.*3 

The Battle Act, like its predecessors, was an 
attempt by Congress to lay down such a dictate, 
‘on a question where a conflict obviously existed 
inside the alliance. “In effect, this legislation calls 
for all differences in judgement between the Unit- 
ed States and its allies regarding the strategic im- 
portance of particular items to be resolved in fav- 
our of the United States view”, was the evalua- 
tion of an important United States policy report.44 

]n order to understand this aspect we must 
look more closely at the provisions of the Battle 
Act. 

The Administrator of the Battle Act was direc- 
ted by the law to draw up a list of commodities 
which by the United States were to be considered 
as arms, ammunition, and implements of war, etc. 
If any nation knowlingly permitted any export of 
goods on this list to "any nation or combination 
of nations threatening the security of the United 
States, including the Union of Soviet Socialist Re- 
publics and all countries under its domination," 
then the Administrator should inform the Presi- 
dent, who was to terminate all military, economic, 
Or financial assistance to such a nation. Only in 
cases when "unusual circumstances indicate that 
the cessation of aid would clearly be detrimental 
to the security of the United States", could the Pre- 
sident decide to continue such assistance. 

The Administrator was further directed to 
draw up a second list of commodities, other than 
the above mentioned, "which in the judgement 
of the Administrator should be controlled", and 
to negotiate with all United States aid-receiving 
nations to undertake a programme to control the 
items included in this list. All United States as- 
sistance to such a country shall be terminated if 
the President finds either that the country is not 
effectively cooperating with the United States, or 
is not supplying enough information to the Unit- 
ed States to determine if it is effectively coope- 
rating. 

The provisions of the Battle Act are thus sta- 
ted in blunt terms, demanding that the President 
and the Administrator formulate a policy, and 
draw up embargo lists according to this United 
States policy, which the nations receiving aid from 
the United States either will have to accept, or 
they will have to forego all the military, economic 
and financial aid. 

These provisions can hardly be classified as 


anything but overt U.S. pressure on the allies, 
mainly in Western Europe where billions of dol- 
lars of U.S. aid were received at the time of enact- 
ment. Such a pressure is evidently a violation of 
the basic principle of policy-making inside a vol- 
untary alliance. 


B. Pacta sunt servanda 


It can be said that a powerful nation like the 
United States is fully entitled to attach any condi- 
tions to its gifts and loans. There is no legal ob- 
jection to such an act, only the well-advised ob- 
jection that it will either lead to a disruption of 
the alliance or towards an enforced alliance. 

There is, however, secondly, a strong legal ob- 
jection to be raised when the basic and traditional 
rule of international law and behaviour, pacta 
sunt servanda, contracts are to be kept, is so cru- 
dely violated as in the Battle Act. It is astonishing 
that a law-making body like the United States 
Congress shows such a contempt for this rule as 
it implicitly did in enacting the Battle Act. 

The Battle Act demands that after the date of 
its taking effect, January 24, 1952, all aid-receiv- 
ing nations should either stop the shipments of 
embargoed goods to the communist nations, or 
forego the aid. There are no exceptions whatso- 
ever for the fact that many contracts between 
Western exporters and Eastern importers had 
been entered into before January 24, 1952. Nei- 
ther does it take any notice of the fact that trade 
agreements had been entered into between West 
and East European nations, and that the lists of 
Western export goods included in these agreements 
were understood to be a contractual obligation for 
the Western governments to give a licence for the 
export of these goods, if an exporter applied for 
it. 

It could be believed that the lack of any ex- 
ceptions for these cases was a neglect at the time 
of legislation. But as the later handling of the 
"prior commitments" shows, this was not the 
case. When the West European nations insisted on 
keeping the international law rule, refused to 
break earlier contracts, and thus violated the 
Battle Act, the U.S. Administration did not try to 
motivate its continuation of aid before Congress 
by invoking pacta sunt servanda. On the contrary, 
even the U.S. Administration regretted the West 
European behaviour and motivated the continua- 
tion of aid only by United States security aspects. 
Mr. Battle himself explicitly regretted the Euro- 
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pean insistence to live up to their contracts cven 
with the communist nations, and proudly stated 
his disrespect for the agreements, saying that 
when the United States takes emergency action 
for its defence, it does so “without regard to 
prior commitments, "^ 


C. Eastern Europe—push together or pull apart? 


Among the reasons advanced against the embargo 
policy was also the expected effects of it in East 
Central Europe. 

Both the United States and the West European 
nations disapproved of the Soviet post-war policy 
in East Central Europe, which was considered to 
be a breach of Sovict promises given during the 
last years of the war. These Western nations also 
wanted a freer and more independent policy in 
the smaller communist nations, particularly in the 
two victims of German aggression, Czechoslova- 
kia and Poland. Contrary to the policy of the 
United States, however, the West European na- 
tions considered that the embargo policy would 
produce effects in the East Central European area 
which would counteract the desired tendencies. 

The United States policy-makers tended to look 
upon the whole of Eastern Europe as a closely- 
knit monolith, led by Moscow. In the embargo 
policy they acted as if they believed in the desir- 
ability of straining the East Central European econ- 
omies to a point where internal economic con- 
flicts would help to “bring the U.S.S.R. and 
the Soviet bloc to their knees'5? or raise the people 
of these nations against their oppressive govern- 
ments, possibly thereby causing revolutions which 
would bring about a change of governments. 

The West Europeans on the other hand tended 
to concentrate their attention, not on the mono- 
lithic aspects of the bloc, but on the many divisive 
factors which they could discern, including the 
remaining nationalist tendencies. Instead of cau- 
sing internal economic strains in the bloc they 
wanted to stimulate the independence of it by 
helping the East Central European nations to gain 
a certain amount of economic independence from 
the Soviet Union. Instead of an all-or-nothing po- 
licy to stimulate revolution in these nations they 
wanted to stimulate a more piecemeal evolution. 

The West Europeans pointed to the Titoist ex- 
perience in Yugoslavia and wanted to encourage 
Titoist tendencies also in the other "satellites". 
They believed the possiblities existed, pointing to 
the visible attempts to create “a Polish road to 
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Socialism" under Gomulka, and to similar tend- 
encies in other East Central European nations, 
which were not forced under-ground completely 
until 1950-51. They believed that trade was one, 
and a most important method of influencing these 
tendencies to independence. The embargo policy 
did not fit into this reasoning. On the contrary, as 
a careful American observer stated as carly as in 
1952: "The trouble with the embargo is simply 
that the more efficacious it becomes with respect 
to the small countries of the Sovict orbit, the grea- 
ter becomes the bargaining position of the 
U.S.S.R. in its intra-bloc trade relations.” +? 

These questions were not very much openly 
discussed in the early 1950's but in the informal 
discussions in ECE they often came up. And in 
one country, Western Germany, they played an 
important role, especially with respect to Eastern 
Germany!$ but also with respect to much of the 
rest of East Central Europe. It should be recog- 
nized, and, from a political point of view it is of 
utmost importance, that in the long run Germany, 
or Western Germany, is the country that is likely 
to be the main Western "pulling" factor in the 
economic life of the East European neighbouring 
nations or in those which are connected with Ger- 
many via the Danube system.'" There are tradi- 
tional reasons for this belief. Before 1939 the 
port of Hamburg was the gateway for the trade 
that flowed up the Elbe to industrial Saxony, Cze- 
choslovakia and Silesia. Danube shipping linked 
Austria and Germany with the Balkans. Within 
Germany itself a large East-West commerce by 
rail and canal linked the Ruhr and Rhine with 
the Elbe and Oder basins. 

The West German opposition was particularly 
intense with respect to the inclusion of Eastern 
Germany in the embargo policy. For Western 
Germany the trade with the "Soviet zone" was 
from the beginning considered to be domestic and 
not foreign trade. This was the natural po- 
sition to take when the hope for and the beliefs 
in a reunification of Germany were still strong, 
and when it was also clearly realized by such 
leading men as Ludwig Erhard that the longer 
the East-West trade was interrupted the more 
would a structural economic separation in Europe 
be strengthened.5! For the Americans it was 
equally natural that the intra-German trade must 
be included in the embargo regulations, lest this 
trade should make the policy ineffective. No one 
doubted that whatever Western goods reached 


Eastern Germany were at the full disposal of Sta- 
lin. 

In sum, for Western Germany the reunification 
issue, and for the United States the efficiency of 
the total economic warfare was of prime impor- 
tance. This was the basic initial conflict between 
the two nations with respect to the embargo pol- 
icy. Some elements of this conflict still remain, 
and the East-West trade issue is sometimes still 
phrased in terms of pushing together or pulling 
apart. But as will be shown in chapter 9, the 
West German position has clearly won out over 
the American one, and the conflict which still re- 
mains over the "interzonal" trade has consider- 
ably changed its nature. 


IV. THE MOTIVE FOR WEST EUROPEAN 
COOPERATION IN THE EMBARGO 
POLICY 


In spite of all the West European reluctance its 
governments did cooperate in the embargo policy. 
This will be shown in the next chapter. Thus we 
must also ask why the West European nations 
did cooperate as much as they did. The answer 
is clearly to be found in the American threats to 
cut off aid in case of non-compliance. 

The importance of U.S. aid for large parts of 
the world during three of the crucial embargo 
years is shown by table 4-1. According to the 
Battle Act provisions, the American negotiators 
should try to get all of the countries included in 
this list to participate in the embargo policy. The 
negotiation strength did, of course, vary with the 
amount of aid given. 

A better impression of the importance of the 
U.S. aid in relation to trade is given by table 4-2 
and figure 4-1. 

It is instantly seen that for the years of the 
building up of the international embargo policy, 


Table 4-1. U.S. Foreign assistance 1950-1952 


(In million dollars) 


1950 1951 1952 
Austria 168.5 118.3 117.8 
Belgium-Luxembourg 229.7 59.6 15.8 
Denmark 83.0 48.8 14.0 
France 700.6 435.0 262.5 
Germany (Fed. Rep.) 733.1 392.4 107.3 
Iceland 7.1 8.3 5.5 
Ireland 45.1 15.5 x 


A ———————— 


1950 1951 1952 


Italy 401.6 262.0 170.5 
Netherlands 268.8 107.3 100.0 
Norway 95.2 41.3 16.9 
Portugal 31.4 19.0 x 

Spain — 17.2 35.5 
Sweden 51.6 21.6 -113 
United Kingdom 955.2 265.6 350.3 
Yugoslavia 40.0 95.5 106.3 
Europe Regional 8.1 360.5 58.0 
Burma — 10.4 -0.2 

China, Republic of -51.1 92.9 81.4 
Indochina 0.7 21.8 24.6 
Indonesia 139.7 8.0 -1.9 
Japan 365.3 290.3 63.6 
Korea 98.1 87.6 158.1 
Philippines 137.9 138.8 132.4 
Thailand — 8.9 8.2 
Far East Regional — 0.7 x 

Afghanistan 21.0 0.1 0.3 
Ceylon — — x 

Greece 193.3 157.0 179.8 
India x 194.8 53.4 
Tran — 1.5 15.0 
Iraq — x 0.5 
Israel = 35.1 86.4 
Jordan — 0.1 5.1 
Lebanon — 0.1 1.7 
Nepal — — 0.2 
Pakistan x 0.4 10.7 
Saudi Arabia — 49 0.3 
Syria — — 0.4 
Turkey 71.9 49.8 79.6 
UAR (Egypt) 0.2 0.1 12 
Argentina 96.5 5.0 — 

Boiivia 16.5 0.5 1.5 
Brazil 15.3 27.2 59.1 
Chile 28.2 2.2 12.2 
Colombia 2.5 2.4 3.3 
Costa Rica 0.4 0.7 2.2 
Cuba x 12.1 0.1 
Dominican Republic — 0.1 0.2 
Ecuador 1.7 0.7 2.4 
El Salvador 0.3 0.2 0.5 
Guatemala 1.7 0.7 1.1 
Haiti 0.5 10.6 0.8 
Honduras 0.1 0.2 0.8 
Mexico 20.0 130.1 9.3 
Nicaragua 0.4 1.3 0.8 
Panama 0.2 0.9 3.0 
Paraguay 0.5 0.7 1.6 
Pern 0.9 20.6 2.4 
Uruguay 0.1 2.8 0.4 
Venezuela 5.2 0.2 3.1 
Ethiopia — 0.1 1.2 
Ghana — — x 

Liberia 0.1 7. 1.2 
Libya — 0.2 1.6 
Moracco — — 0.3 
Tunisia — — 0.2 


X — Less than $50,000. 


Source: Obligations and Loan Authorizations, July 1, 
1945-June 30, 1961 (Revised) Agency for International 
Development Statistics and Reports Division, 

March 21, 1962. 
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Table 4-2. U.S. Aid to Western Europe compared to East-West trade 1949-1955 


1949 1950 195) 1952 1953 1954 1955 
Western Europe 
Total economic aid 6276.0 3819.2 2267.8 1349.1 1264.9 636.6 466.4 
whereof grants 4910.9 3516.2 2211.5 1149.2 1254.8 536.2 375.0 
| loans 1365.1 303.0 56.3 199.9 10.1 100.4 91.4 
i Military aid — 37.1 604.6 1013.9 2866.8 2225.9 1541.2 
Economic and military aid 6276.0 3856.3 2872.4 2363.0 4131.7 2862.5 2007.6 
I Total exports to Eastern Europe 832.4 653.3 745.9 142.5 790.9 973.8 1100.1 
! Total imports from Eastern Europe 1011.7 812.9 1009.8 995.4 908.7 1039.4 1357.9 
| 
France 
Econamic aid 1313.2 700.6 435.0 262.5 397.4 85.5 2.8 
Military aid — 15.5 346.2 485.5 1107.9 683.5 499.1 
Total 1313.2 716.1 781.2 748.0 1505.3 769.0 501.9 
Total exports to Eastern Europe 64.6 35.0 38.6 38.7 5151 74.1 126.4 
Total imports from Eastern Europe 71.6 33.5 53.8 51.3 41.1 67.3 83.8 
Italy 
al Economic aid 684.1 401.6 262.0 170.5 104.2 3.1 108.8 
. Military aid — 2.6 71.5 95.5 416.6 244.2 216.3 
pi Total 684.1 404.2 333.5 266.0 520.8 3/5:3 325.1 
Total exports to Eastern Europe 56.8 61.6 65.1 S5 58.1 57.2 58.4 
Total imports from Eastern Europe 76.8 59.9 72.9 84.7 46.6 63.3 67.0 
England 
Economic aid 1613.6 955.2 265.6 350.3 409.5 200.0 35.0 
Military aid — 2.6 22.3 37.9 154.8 170.5 106.5 
Total 1613.6 957.8 287.9 388.2 564.3 370.5 141.5 
Total exports to Eastern Europe 108.9 72.1 44.7 43.0 43.4 69.5 103.1 
Total imports [rom Eastern Europe 148.5 176.8 265.8 234.7 206.6 206.5 294.1 


1949 to 1951, U.S. economic aid, of which most 
was given as outright grants, in itself surpassed 
the total turnover of East-West trade in Europe. 
In 1 949 and 1950 U.S. aid was several times as 
s trade. In 1952 when the U.S. eco- 
alls below the level of trade, the mili- 
rising, and as late as in 1954 the 
iderably above the European 
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Sources: Trade figures from matrix. Aid figures from U.S. Foreign Assistance and Assistance from International Organiza- 
tions, July 1, 1945 — June 30, 1961 (revised). Agency for International Development Statistics and Reports Division. 


amounts, or completely disappearing, for the 
main West European nations.5?? 

These impressions are strengthened when the 
relatively minor importance of East-West trade 
in the total West European economy is also con- 
sidered. This is done in table 4-3 and 4-4. 

The different importance of East-West trade in 
the GNPs of U.S.A. as compared to that of West 
European countries helps to explain the European 
reluctance to accept far-reaching embargo meas- 
ures. 

However, also the share of East Central Eu- 
rope and the Soviet Union in the trade of the 
main West European nations was relatively small. 
In the tables four years are given, 1948 the last 
year when trade in Europe was relatively unaffect- 
ed by embargo measures, and 1952 when East— 
West trade had almost reached its bottom level. 
For comparison we also include 1956 when a rapid 
increase had taken place in this trade partly due 
to the 1954 embargo revision, and 1960 when the 


share of East-West trade in the total trade of the 
West had approached its 1948 level. No claim 
can be laid to 1948 as being a “normal” year in 
East-West trade. If a number of "ifs" are adop- 
ted, it can be said that 1948 was far below a 
“normal” trade level, too. 

If we look at the decline of the communist 
share in the total exports of Western Europe be- 
tween 1948 and 1952 we find that it is small. For 
the more important nations it is a decline of 
around 1 percent, for some of the smaller, 2, 3 or 
5 percent. We do not know how much of this 
was caused by the embargo policy as such, but 
even if we assume, surely exaggerated, that all of 
this decline was due to the embargo, the decline 
is not too important. However the effects on 
the level of economic activity in Western Europe, 
or on the aggravation of the dollar shortage, are 
reckoned, the net losses to Western Europe can- 
not have affected but a small fraction of the 
GNP, probably less than one percent. 

We can draw three tentative conclusions from 
these facts about U.S. aid and Eastern trade. 

First of all it is obvious that the U.S. aid played 
a more important role in the West European econ- 
omy during a few years around 1950, than did 
the trade between Eastern and Western Europe. 
If the United States insisted on connecting the 
two issues, making it impossible for Western 
Europe to make use of both to the full, it was 
evidently more profitable for Western Europe to 
keep the U.S. aid and leave some of the Eastern 
trade. And this was what was done. In my inter- 
views with people who were involved in the em- 
bargo policy during the first years I have con- 
stantly asked why Western Europe submitted to 
the American demands in spite of its heavy re- 
luctance. The answers invariably referred to the 
U.S. aid as the overridingly important reason. A 
crude way of expressing it, taken from a French 
official, was that “Western Europe sold out their 
trade principles for good American cash”. 

A second conclusion is, however, that this rela- 
tion between U.S. aid and Eastern trade was tem- 
porary. This is seen from the trend in the aid 
compared to that of the trade. This fact can, and 
probably should, be connected to the first revi- 
sion of the embargo policy in 1954. The econ- 
onomic pressure that the United States could 
bring to bear on Western Europe lost its force and 
almost vanished with the disapperance of aid. 

Equally important was the fact that the West 
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Fig. 4-1. US economic and military aid to Western 
Europe compared to East-West trade in Europe, 1949-55. 


Europeans from the beginning surely realized the 
temporary nature of the aid. The U.S. aid was 
originally intended for a limited period ending in 
1952/53. As early as in 1950 there was an inter- 
nal crisis in the Marshall Plan organization, with 
doubts about Congressional willingness to con- 
tinue the aid, clearly demonstrating to the Euro- 
pean recipients how uncertain the prospect for 
future aid was. This knowledge should have 
brought the European politicians to adopt a trade 
policy that could be reversed when East-West 
trade once again became more profitable than the 
aid. Such considerations may help to explain the 
West European endeavours to keep as much as 
possible of the trade going, while showing a suf- 
ficient modicum of submission to the American 
Congress. It may also help to explain their refu- 
sal to commit themselves to any official program- 
mes, which once pressed through a parliament 
would be much harder to rescind. Besides, if that 
had been done the West European governments 
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Table 4-3. Exports to Eastern Europe in per cent of GNP and of total exports 


Exports to Eastern Europe 
in percentage of GNP 


Exports to Eastern Europe 
in percentage of total exports 


1948 1952 1956 1960 1948 1952 1956 1960 

' Belgium-Luxembourg 0.8 0.7 0.7 0.6 3:5 2.4 2:5 2.6 
France — 0.1 0.2 0.4 1.6 1.0 2.4 312) 

Western Germany ~ 0.2 0.5 0.7 1.9 1.2 3.0 3.8 

Italy 0.3 0.3 0.3 0.5 4.0 4.0 32 4.7 

Netherlands 0.8 0.6 0.5 0.6 4.5 1.8 1.6 1.6 

1 Austria 1.0 1.8 2.6 23 14.7 12.6 12.9 13.7 
Denmark 12 1.0 0.6 0.9 6.6 4.1 2.6 3.8 

Norway 1.6 1.0 1.2 0.9 10.0 5.0 6.0 4.4 

Portugal 0.1 0.4 0.3 0.3 1.1 3.1 1.7 22 

Sweden 13 1.6 0.7 0.9 8.3 74 3.5 4.3 

Switzerland 13 0.8 0.6 0.7 783 3.8 217 3.3 

United Kingdom 0.2 0.1 0.2 0.3 1.3 0.6 1:3 2a 

Finland 253 44 4.5 42 15.5 20.7 26.4 18.8 

Greece 0.2 — 0.8 1.4 8.9 0.3 10.3 22.1 

Iceland 3.3 1.8 6.8 rit} 11.8 zii 29.9 23.2 

i Ireland — — — — 0.2 e 0.1 0.1 
| Spain — — — 0.2 73 
$ Turkey 0.5 0.4 0.7 0.7 9.5 5.6 19.7 12.2 
J Yugoslavia — — 1.4 1.9 49.7 22.9 32.2 
li USA 0.047 0.0003 0.0026 0.038 I.1 0.007 0.6 0.9 
i Japan zu = 004 02 w = 0.2 1.6 

i 


a a 


N Sources: GNP from OECD-OEEC Statistical Bulletins, General Statistics, Part 1I; and UN Yearbook of National Accounts 
] Statistics 1961; Exchange rates from UN Statistical Yearbook; Trade figures [rom matrix and Battle Act Reports. 


would have been forced to stand up for the em- 
bargo in quite another way than they actually 
did, precluding all future possibilities to blame 
the United States for the deteriorated trade rela- 
tions. 

A third, and more tentative conclusion, should 
be added concerning the psychological effects of 
the U.S. aid in Europe. The decreasing trade with 
Eastern Europe was a price that the West Euro- 
peans had to pay for the American aid. This can- 
not be denied; we have seen how the United States 
‘Congress has made aid conditional upon 
od ior in the field of trade in law 
rom 1948 to 1952, and even later. 
nited States many complaints have 
d about the ungratefulness of the aid 
ps this ungratefulness partly can 
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be infuriating to any normal human being on the 
receiving end"? Perhaps the United States beha- 
viour in connection with aid-giving to Western 
Europe has been equally "accompanied by a 
complacent assurance of their own superiority" 
in making a judgement on the political wisdom of 
trading with the communists. Had the United 
States given good reasons for the embargo policy 
it might have won the voluntary cooperation of 
the West Europeans. Had the United States con- 
fined itself to bringing to bear the actual power 
of diplomatic persuasion upon Western Europe, 
which it possessed to an eminent degree around 
1950, it might have gained a somewhat reluctant 
acceptance of its policy. But when Congress out- 
rightly humiliated, almost blackmailed, the aid re- 
ceivers by telling them: “You are weak. You 
need our aid. Our judgement with respect to East- 
West trade is correct. Yours is wrong. Either you 
accept our judgement or you can live without our 
aid", then the West Europeans were offended. Be- 
cause of this, some of the psychological value of 
the great and generous American aid was lost. 
The Economist, for instance, stated in 1951, in 


Table 4-4. Imports from Eastern Europe in per cent of GNP and total imports 
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Imports from Eastern Europe 
in percentage of GNP 


Imports from Eastern Europe 
in percentage of total imports 


1948 1952 1956 1960 1948 1952 1956 1960 
Belgium-Luxembourg 1.0 0.4 0.6 0.6 3.9 1.4 2.0 1.9 
France — 0.1 0.2 0.3 1.9 1.2 2.1 2.4 
Western Germany — 0.2 0.5 0.6 12 1.5 3.2 3.8 
Italy 0.4 0.5 0.3 0.7 3.0 3.6 2.3 5.6 
Netherlands 1.4 0.9 0.1 0.9 4.1 2.5 2.5 22 
Austria 2.0 2.0 2.2 2.8 25.5 11.2 9.5 11.2 
Denmark 2.1 1.2 1.1 1.3 10.6 4.6 3.7 44 
Norway 24 1.1 1.5 0.5 8.0 3.7 4.6 3.1 
Portugal 0.1 — 0.1 0.3 0.3 0.2 0.5 1.4 
Sweden 1.9 1.4 Mi 1.0 9.9 6.3 49 42 
Switzerland 1.4 0.7 0.8 0.6 54 2.9 3.2 2.2 
United Kingdom 0.4 0.5 0.5 0.6 2.5 2.1 2.5 3.0 
Finland 3.4 4.8 4.9 4.8 19.0 19.3 24.5 20.2 
Greece 02 — 0.8 1.7 24 0.2 4.6 7.9 
Iceland 23 2.5 8.6 9.8 8.6 6.7 26.5 22.1 
Ireland 0.1 0.2 0.2 0.4 0.3 0.4 0.5 1.0 
Spain — — — 0.1 0.1 — — 1.6 
Turkey 0.6 0.4 0.7 0.7 8.3 5.6 14.7 9.1 
Yugoslavia — — 1.9 2.2 43.2 — 222 25.5 
USA 0.043 0.011 0.0155 0.0159 1.7 0.4 0.5 0.5 
Japan — — 0.043 02 — 0.1 0.3 2.1 


Sources: GNP from OECD-OEEC Statistical Bulletins, General Statistics, Part 11; and UN Yearbook of National Accounts 
Statistics 1961; Exchange rates from UN Statistical Yearbook; Trade figures from UN matrix and Battle Act Report. 


discussing East-West trade: “... there is a very 
genuine desire in Western Europe to escape from 
dependence upon American charity. In Britain, 
for example, a renewal of general Marshall Aid 
would be regarded with real distaste, not least be- 
cause of the unpredictable and (as it seems on this 
side of the Atlantic) often unreasonable condi- 
tions that are attached to American aid, often in 
mid-course of a programme."54 

Some politicians in Western Europe also star- 
ted to doubt the wisdom of becoming too de- 


pendent on the United States, as that country 
might tend to enforce their political judgements 
even when they were not shared inside the alliance. 
As a former West European Foreign Minister said 
in an interview on the embargo policy, "When 
they want to press through something they be- 
lieve to be in their national interest, the Ameri- 
cans are just as reckless as the Russians." Any step 
which tends to create such a feeling inside an 
alliance is dangerous to the coherence of it. 


Chapter Five. The Embargo Institutions and Their Efficacy 


I. INTRODUCTION 


Out of the conflict of determined U.S. pressure 
on the one hand, and West European wavering 
between reluctance and economic self-interest in 
obtaining U.S. aid on the other, a set of em- 
bargo institutions, GG-Cocom, was created. 

In this chapter we shall try to summarize the 
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little that is known about the institutions resulting 
from the American-West European compromises, 
and how other countries were connected to them. 
We shall also try to indicate how the institutions 
worked, and how the Battle Act dictates of the 
U.S. Congress were circumvented by a quiet un- 
derstanding between the West European govern- 
ments and the U.S. Administration. Finally we 
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shall discuss the decision-making process, and en- 
quire how these foreign trade decisions were ta- 
ken, executed, legitimized and sanctioned. 


1]. THE CREATION OF THE CG-COCOM- 
CHINCOM FRAMEWORK 


1. Early negotiations 


In the middle of 1948 the U.S. Administration 
started to enlist the cooperation of the West Euro- 
pean governments in its embargo policy. The way 
in which the negotiations were carried out ap- 
pears to have followed what Dean Acheson sub- 
sequently called "the soundest principles of dip- 
lomacy," namely "first, private discussions to see 
delicate problems together and establish con- 
fidence and understanding; then a consensus of 
several to be laid before larger groups. In these 
talks what is needed initially is a compass rather 
than a chart, a sense of direction rather than a 
collection of details." 

The negotiations were carried on in an interna- 
tional climate of increasing tension. Four events 
which had an almost shocking impact on the 
West, and a direct importance for the embargo 
policy should be recalled. 

In China the communists under Mao Tse-tung 
were taking over more and more of the country, 
and finally proclaimed the People's Republic of 
China in October 1949. This event strongly in- 
creased American anti-communist feeling, the 
more so as large segments of the public in the 
United States deluded themselves into believing 
that Mao was merely a puppet of Stalin’s. The 
American embargo policy was pari passu extend- 
ed to apply to the Chinese area held by the com- 
munist forces. 

In the West the so-called Berlin crises from 
May 1948 to May 1949 seriously affected political 
feeling. Apart from the allied air-lift, which pre- 
vented the starvation of the West Berliners, the 
Western allies countered with an improvised trade 
embargo, which was evidently an effective way 
of inducing Stalin to lift the blockade.? This may 
have strengthened American embargo thinking. 
It should, however, be recalled that in the Jes- 
sup-Malik agreement, which ended this Berlin 
crisis, the Western powers also promised to abol- 
ish the counter embargo. 

In June 1948 the split between Tito and Stalin 
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was immediately followed by a drastic cut in trade 
relations between Yugoslavia and all the commu- 
nist nations. In 1949 this trade dwindled, virtu- 
ally to disappear in 1950. Stalin and the Soviet 
bloc thus demonstrated that they had no qualms 
about resorting to economic warfare when it suit- 
ed their purposes. In some circles this may have 
also made a Western policy of economic warfare 
more acceptable. 

A fourth fact which had a great impact on 
Western policies was the first explosion of a So- 
viet atomic bomb in the autumn of 1949, much 
earlier than had been predicted in the West. 

These four events cannot be treated here in 
any detail. But they form part of the political 
background of the period during which the Uni- 
ted States tried to coordinate Western export con- 
trols and to promote their own policy in this field 
among the West European governments. To this 
should be added the continuous, often brutal "so- 
vietization" of the East Central European nations 
which could be observed during these years. This 
development made the anti-communist feelings in 
the West more intensive, and helped to break 
down the resistance to policies such as the em- 
bargo. 

The "private discussions to see delicate prob- 
lems together" were initiated in 1948 between rep- 
resentatives of the United States, England and 
France? On the American side the initiative to 
negotiate was taken by A. Harriman, Secretary of 
Commerce, Paul Hoffman, Administrator of the 
European Recovery Program, and William Foster, 
Acting Secretary of Commerce.‘ In late 1947 Eng- 
land had already established a list of goods which 
were marked for export control. This list was, 
however, very short, and was mainly motivated by 
a desire to counter criticism of an English export 
of fifty-five gas-turbine engines to the Soviet 
Union, contracted before the Cold War had be- 
gun to make itself seriously felt.5 However, in 
late 1948 the American, British and French de- 
legates came to an agreement in principle that a 
coordination of export controls was necessary. In 
February 1949, the President of the Board of 
Trade, Harold Wilson, informed the British Par- 
liament that the government intended to subject 
an additional range of goods to export control 
and that it was fully aware "of the need for 
keeping in touch with principal partners in Wes- 
tern Europe and with the United States Govern- 
ment ..."$ On March 31 Mr. Wilson announced 


a further extension of security controls as from 
April 8, 1949.7 

When the "consensus of several" had been 
reached on the sense of direction, the proposed 
coordination of export controls had to be more 
formally established. This operation started 
in late 1948 within the OEEC,5 where the United 
States presented some loose proposals. The initial 
American approach, partly backed by the British 
and the French,? was careful. At the first meet- 
ings, their real intentions were not quite clear— 
at least not to some of the participants. But the 
nature of the proposals—economic warfare against 
Eastern Europe!0— was quickly understood. As 
this policy was in contradiction to the neutral pol- 
icy of some of the OEEC-governments, it was im- 
mediately recognized that OEEC was not a possi- 
ble forum for an international organization of the 
embargo regulations against the communist na- 
tions. OEEC was also considered to be too open 
an organization exposed to comparatively good 
supervision by both the press and the national 
parliaments. The work done in this organization 
was too important to be compromised by dubious 
economic warfare measures,!i and the meetings 
within OEEC had to be stopped.!? 

However, the same men who had started the 
discussion inside OEEC continued to meet in a 
more informal way outside the OEEC frame- 
work. In the middle of January 1949, for exam- 
ple, delegates from England, France, Italy, Hol- 
land, Belgium, Sweden and Switzerland held a 
meeting at Quai d'Orsay, in which the British 
and French delegates tried to win the cooperation 
of the other countries for some cooperation with 
the Americans, who recently had presented de- 
tailed embargo lists to the Foreign Offices of these 
nations. Even if some delegates at this meeting 
proposed to go into dilatory negotiations, in the 
hope that the United States soon would lose in- 
terest in this type of measure, it was generally 
agreed that the problem of control over exports to 
the communist nations was a real one, and that 
some action had to be taken. In later negotiations, 
however, some NATO-members—Norway, Den- 
mark and France—had hesitations about the con- 
stitutional legality of the proposed actions, and 
the neutral nations—Sweden and Switzerland— 
could not compromise their neutrality by partici- 
pation in economic warfare. Thus the only way 
to proceed was to make a secret and informal 
agreement, 


All through 1949 informal discussions con- 
cerning the organization of the embargo contin- 
ued. The level of the participants was high. The 
American Ambassador, Lincoln Gordon, is said 
to have been the driving spirit in the group, 
which also included top-ranking diplomats such as 
Robert Marjolin, Secretary General of OBEC, 
Eric Roll, Hugh Ellis-Rees and John E. Coulson 
of England, Oliver Wormser and Hervé Alphand 
of France, Ambassador Cattini of Italy, Roger 
Albert Ockrent of Belgium, Dirk Spierenburg of 
Holland, Arne Skaug of Norway, Dag Hammar- 
skjöld of Sweden, and Ambassador Bauer, as well 
as Agostino Soldati, of Switzerland. 


2. CG-Cocom-Chincom 


The secret negotiations had established the sense 
of direction. The details were left to the orga- 
nization which was the outcome of the discus- 
sions. This organizational framework was estab- 
lished on November 22, 1949, when an interna- 
tional embargo list was agreed upon. It started 
functioning on January 1, 195013 and is still ac- 
tive in 1967. The name given to this arrangement 
has subsequently become known as the “CG- 
Cocom”-organization, or simply as “Cocom”. Du- 
ring the first years of its existence it was sur- 
rounded by as much secrecy as possible, and still 
very little is known about the details of the agree- 
ment. It is even doubtful if any written agree- 
ment exists,!4 or if the only content of the con- 
sensus was a "gentlemen's agreement" to follow 
the licensing rules laid down by unanimous deci- 
sion inside the CG-Cocom framework. It is also 
doubtful how binding the decisions were con- 
sidered to be. In 1957 a U.K. government spokes- 
man, Lord Mancroft, maintained, for instance, in 
one and the same speech that Cocom "acted in 
a purely consultative capacity", but that "any ex- 
ceptions to the present (U.K.) embargo would 
have to be discussed internationally in the Paris 
Consultative Group".!5 All the available evidence 
strongly suggests that Cocom decisions were con- 
sidered as binding upon participating govern- 
ments, even if formally they were not so. 
CG-Cocom stands for "the  Consultative 
Group" and "the Coordinating Committee", two 
names which indicate nothing whatsoever of the 
field of activity which is to be coordinated or 
consulted about. In spite of their innocuousness 
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even these names were considered to be classified 
material as late as 1953.18 The site for CG and 
Cocom is Paris. 

The original members of both CG and Cocom 
were England, France, Italy, the Netherlands, Bel- 
gium, Luxembourg, and the United States. In 
early 1950 Norway, Denmark, Canada, and Wes- 
tern Germany joined.!? Later Portugal and in Sep- 
tember 1952, after the signing of the Peace 
Treaty, Japan also became members. In August 
1953 Greece and Turkey became the last nations 
to join the group.?? 

The Consultative Group consists of members 
from each participating country, the members be- 
ing either on the ministerial level or personal re- 
presentatives of the ministers responsible for the 
embargo policy. CG was to meet only rarely. Its 
purpose was to negotiate the broad outlines of 
the policy and to settle questions of principle. 

The Coordinating Committee was to implement 
the broad decisions of CG. It was to be in con- 
tinuous session and would consist of both diplo- 
mats and technical specialists who could study, 
discuss and negotiate the "strategic" importance 
of each commodity suggested for embargo. This 
group would establish a detailed list of strategic 
commodities. From the beginning these goods 
were divided into three different types: 1) com- 
modities which were completely embargoed, 2) 
commodities which could be exported in regu- 
lated quantities, divided by Cocom between its 
members,!? and 3) commodities which should be 
kept under surveillance. Unanimity was necessary 
in order to get a commodity included in the em- 
bargo lists, and also—something which came to 
be more important later—to take it off the lists.18 

Cocom has also issued a set of "administrative 
principles" to interpret the sometimes rather com- 
plicated language of the formal lists. These prin- 
ciples have been given under five main points: 


a) The description of any item on the lists 
included that item in either new or second-hand 
form. 

b) When the description of any item on the 
lists contained no qualification or specification, it 
was to be regarded as including all varieties of 
that item. Categories or subcategories were only 
included for convenience in reference. 

C) Any item (including plants) containing one 
or more embargoed components was generally to 
be treated as though it was on the embargo lists 
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when the embargo component or components 
were a principal element of the item in terms of 
value or quantity and could feasibly be removed 
or used for other purposes. 

d) The objects of the embargo and quantita- 
tive controls should not be defeated by the export 
of component parts. Each country should take 
such action as it could to achieve this aim, and 
was to continue to seek a workable definition for 
parts which could be used by all the participating 
countries. 

€) As far as possible, the object of strategic 
controls should be maintained by restrictions on 
the export of technical assistance, design data and 
manufacturing techniques. 


In September 1952, when the control of ex- 
ports to China due to the Korean War was par- 
ticularly difficult a special China committee, 
Chincom, was also appointed. Essentially Chin- 
com consisted of the same delegates as did Co- 
com, though sometimes with different specialists. 
The chairmanship was also different, up till 1957. 
The two names mainly indicated the different 
regions treated by the same body in approxima- 
tely the same manner. 

For the solving of special problems the work of 
Cocom and Chincom has sometimes been dele- 
gated to subcommittees.?! 


3. Development of Cocom-controls 


The new organization had to tackle two main 
problems. It had to decide which goods were to 
be put on the embargo lists. The main emphasis 
of Cocom activity was laid on this problem. But 
equally important, if the policy was to be effi- 
ciently enforced, were the rules of implementa- 
tion, This problem was continually discussed in 
Cocom, though in the first years, it appears, with- 
out much success. 

Before describing the details of the lists and the 
implementation rules, we may try to indicate the 
main pattern of negotiations and the level at 
which the crucial decisions were taken. 


A. Early negotiations 


The main pattern of negotiation inside CG and 
Cocom was that the U.S. representatives pressed 
for longer and longer lists, while the West Euro- 


peans only reluctantly agreed to the U.S. propo- 
sals.22 These negotiations are only indirectly 
known, through the published national embargo 
actions. 

The extension of the commodities controlled by 
the Cocom-list can be followed in broad outline 
by a series of decrees published in the Board of 
Trade Journal,?5 indicating that the United States 
had some success in its policy. It was at the most 
a half-truth when in Parliament in June 1950 
the Secretary of Overseas Trade answered “No, 
Sir" to a question as to whether England had en- 
tered into any agreement with the U.S. as to the 
type of goods that could be exported to the 
U.S.S.R.?! The outbreak of war in Korea caused 
a number of extensions of the British licensing 
lists from October 1950. 

In the fields of arms, ammunition, implements 
of war, and atomic energy materials the Cocom 
arrangements were satisfactory to the American 
government. In June, 1951, President Truman 
claimed that this type of goods had been prohi- 
bited for export to the communist nations by 
Western Europe and most other "free nations" 
since long before the Korean conflict.25 So-called 
“primary strategic materials” thus did not pose 
much of a problem in Cocom. 

A few commodities of this type, however, 
caused disagreement. In late 1951 it was reported 
that approximately 90 to 95 per cent of the 
goods which were included in the U.S. lists of 
primary strategic goods were also on the Cocom 
lists. Thus on 5 to 10 per cent of these goods 
agreement had not been reached.?¢ 

As to non-military goods, however, a spokes- 
man for the State Department?’ clearly indicated 
that there were differences between the United 
States and the West European governments as to 
further extensions of the embargo lists, differences 
which he classified as “sincere differences of jud- 
gement—about what they consider to be econo- 
mic warfare"?8 in Western Europe, and with 
which they refuse to cooperate. Some glimpses of 
these difference may be gained from available 
material. 

In August, 1950, a few months after the out- 
break of the Korean War, Churchill fiercely at- 
tacked the Labour government for lack of firm- 
ness in dealing with exports to the East. In a 
broadcast to the nation Attlee, the Prime Minis- 
ter, answered that it had never been a British pol- 
icy “to raise an iron curtain in the commercial 


field between the countries of Eastern and West- 
ern Europe” but that goods of true strategic value 
had been embargoed for 18 months.?9 

The controversy between the government and 
the opposition in Britain was thrashed out in Par- 
liament a few weeks later, when the two parties 
virtually came to the same conclusions, viz. that: 
1) neither side wanted an economic blockade of 
Russia, 2) both sides recognized that the Russian 
trade was useful to Britain as well as to the other 
side, 3) some things specifically useful in war may 
be prudent to deny the communist nations, and 4) 
the definition of these goods has to be flexible 
with changing circumstances.39 

Following a Cocom initiative the Labour gov- 
ernment shortly afterwards announced some ex- 
tensions of the embargo lists, especially in the 
field of machinery, and also a new procedure to 
investigate which machine tools were being pro- 
duced for Eastern Europe on orders, and if they 
were not needed for the new British post-Korean 
defence programme. No machine tools were to be 
exported eastwards before this investigation had 
been completed.3! It has been reported that other 
NATO-nations also adopted this procedure. 

During the first days of September 1950, the 
three foreign ministers, Acheson, Bevin and Schu- 
man, met in New York and discussed, among 
other things, East-West trade.3? The foreign min- 
isters decided to call a conference on East-West 
trade with specialists on the strategic problems 
from the three big Western powers. This con- 
ference took place in London in the middle of 
October 1950. Its purpose was to reach a com- 
promise programme that would be acceptable to 
all the Marshall countries, patterned mainly after 
the American export control programme, and 
solving the question of the indirectly strategic 
goods to be included in the embargo lists, and the 
problems of transit trade, of end-use verifications 
and of free ports.33 

Similar reports were given in the Economist in 
the beginning of December,?* saying that Ameri- 
can, British and French officials had for some 
time been searching for ways of "screening" the 
eastward flow of exports, without shutting it off 
altogether. Their conclusions were that a new list 
of "absolutely forbidden" exports, including the 
primary strategic commodities, that should be uni- 
form for all three countries and somewhat longer 
than the existing Cocom lists should be drawn up 
as well as a second new, and also uniform, list of 
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Percentage of 
internationally 
traded goods 


1948 49 50 51 52 53 54 55 56 57 58 59 = 1964 


Fig. S-l. Assumed percentage of all "internationally 
traded goods" included in the Cocom-iists. 


“may be forbidden” commodities, longer than the 
already existing one. 

The commodities now added to the embargo 
lists were mainly items of machinery. It is estima- 
ted that the additions to the first list would in- 
volve a cut in British exports of “no more” than 
£3,500,000, and the additions to the second list 
probably less. In the second list the most impor- 
tant additions were electrical generators and loco- 
motives, which in 1950 were exported to Eastern 
Europe at a value of approximately £1,500,000. 
Thus it may be estimated that somewhat less than 
20 per cent of the direct British export to Eastern 
Europe would be effected by the new regulations 
in late 1950. 

The officials of the three nations, yielding to 
American insistence, had also discussed the ques- 
tion of restricting the sales of sterling-area raw 
materials, including rubber, to the East, but they 
"hastily shied off again with the comment that 
it could only be decided in a broader political 
context. Raw materials are the only things the 
Russians are really concerned about, and any at- 
tempt to restrict access to them would provoke re- 
taliation. They have inserted a clause in their 
coarse grain contract with Britain, reserving their 
right to stop shipments if they cannot get the 
things they want from the Sterling area; and both 
they and the Poles have given formal notice that 
they will exercise this right if provoked."36 


B. The strategic lists 


It is exceedingly difficult to follow the details of 
the embargo lists which Cocom set up. As far as 
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it has been possible to ascertain, there has never 
been any attempt, even in Cocom or in any of 
the participating nations, to quantify the develop- 
ment of the lists into any coherent pattern. Thus 
we have to venture on a systematization which for 
several reasons is hazardous. This systematization 
is presented in Chapter 13. Here we will only give 
the results of that detailed study as given in figure 
5-1 and table 5-1. 

The information on which figure 1 is based 
is crude as are also the methods used in its con- 
struction. 

The direction of the growth of the embargo 
lists as given in the figure is likely to be cor- 
rect. Up till the formation of Cocom in late 1949 
the existing international controls were very re- 
stricted and mainly of a national type. From late 
1949 the international or Cocom lists started 
growing. We have clear evidence that this took 
place before the outbreak of the Korean War. But 
that event strongly contributed both to an in- 
creased American desire for extended controls, 
and to a decreased West European will to resist 
U.S. pressure. The first two years of the Korean 
War were also years marked by a rapid expansion 
of the Cocom-lists. In 1953 this extension stopped, 
and in 1954 the decline of the embargo policy 
started, as will be described in later chapters. 

The trend of development is clear. But the 
measure used, a percentage of all internationally 
traded goods, is of a dubious nature. The present 
calculations indicate that around half of all the 
goods circulating in international trade were in- 
cluded in the embargo lists. It is possible that this 
figure is somewhat too low, but it is not out of 
question that future information may reveal that 
it is too high. 

The content of the lists when it was at its peak 
and after the first major downward revision of the 
lists in 1954 is shown in some figures in table 
5-1. 

These figures may be supplemented by a glance 
at the details given in Chapter 13. The commo- 
dity groups of table 5-1, however, strongly indi- 
cate that the Cocom lists were not restricted to 
military goods as conventionally understood. Each 
"item" includes many individual commodities. 


C. Implementation 
The Cocom-regulations described above only con- 
cern the length of the embargo list, that is, the 
goods on which the Cocom-nations agreed to deny 


Table 5-1. Number of “items” in the commodity groups on the Cocom and U.S. embargo lists 
ee pp! — AX— Á![/í——Á 


June 1, 1953 


November 1, 1954 


Commodity group E Q S US E Q S US 
cub ML MEN MEE crc! ecu Ni o 
Metal working machinery 49 20 8 18 34 7 12 2 
Chemical and petroleum equipment 31 9 6 16 18 3 5 0 
Electrical and power generating equipment 8 8 4 16 4 2 3 3 
General industrial equipment 26 11 5 21 11 0 2 4 
Transportation equipment 13 11 2 9 14 6 9 2 
Electronics and precision instruments 53 12 5 30 41 2 7 2 
Metals, minerals, and their manufactures 27 12 7 16 18 3 7 2 
Chemicals and petroleum products 4 25 22 33 26 1 16 2 
whereof chemicals 16 1 13 
petroleum products 10 0 3 
Rubber and rubber products 7 2 3 5 3 0 1° 0 
Miscellaneous 2 0 4 12 3 0 1 4 
Total 263 110 66 182 172 24 63 21 


a Natural rubber, ind, latex—recognized as presenting special problems. 


E- embargo, IL I. Q= quantitative restrictions, IL II. 
in practice meaning U.S. embargo. 


or to limit licences for export to the communist 
areas, There is no doubt that this agreement was 
not fulfilled. But for the policy to be effective 
the problem of transshipment had to be solved. 
Otherwise even highly strategic goods, such as 
molybdenum, could be exported from the United 
States to. England, to be reshipped from England 
to the Soviet Union.37 

When such a shipment was made in late 1950, 
Mr. Wilson, then President of the Board of 
Trade, informed Parliament that with very few 
exceptions goods could be transshipped from Eng- 
land without any licences or infringements. This 
difficult problem was being studied, he indicated, 
with the Allies, and it had been agreed "that the 
first responsibility must lie with the country of 
source which issues the original licence and a 
number of measures have been devised to make 
control at source as effective as possible."38 

At the end of 1950 the Americans also tried 
to devise some control measures. On December 8, 
1950 the government issued a transportation or- 
der which made it illegal to transport on any 
American ship or aircraft any commodity on the 
Positive Lists to any destination in the communist 
bloc. In December 1950 it was also reported that 
the American Department of Commerce had 
compiled its first list of 1500 companies and 
individuals having "irregular" trade relations with 
the Soviet Union or its satellites. This list was 
intended to be a blacklist. Among the 1500 firms 


S = surveillance list, IL III. US = regulated by USA only, 


and individuals were approximately 1000 foreign 
companies in Europe, South America, Hong Kong 
and Macao.?? 

The transshipment issue was, however, not so 
easily solved. In 1951 a U.S. Senate report com- 
plained that except for limited agreements, "no 
measures have been instituted to cope with the 
transit trade problem. Thus one of the major 
loop-holes of export controls remains almost as 
open today as when the programme was first un- 
dertaken 3 years ago." !? The report continues by 
stating that on this issue the neutral nations had 
been more cooperative with the U.S.A. than sev- 
eral Cocom-nations, including Britain: 


“Paradoxically, two West European govern- 
ments, Switzerland and Sweden, in order to escape 
the criticism leveled at them as transshippers of 
strategic materials, have undertaken to issue, in 
the former case, certificates stating that the Swiss 
importer will import the commodities into the 
Swiss customs territory and that any reexportation 
of these goods is prohibited, and in the latter, im- 
port licenses issued by the Swedish government 
which contain a similar provision".*1 


On July 19, 1951, a declaration of destination 
was also required in the United States and several 
other countries for the export of strategic com- 
modities. Not until 1952 did the "IC/DV", Im- 
port Certificate/Delivery Verification, procedure, 
which will be described in section V2 A below, 
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come into effect in the United States.!? And not 
until in August of 1954, in the context of the 
first big downward revision of the Cocom list, 
was it said that full agreement had been reached 
on the transshipment problems.!! This agreement 
came into effect in England‘! and elsewhere in 
January 1955. 


D. A Machiavellian hypothesis 


The early embargo policy clearly had two dimen- 
sions. One is the formal agrcement to use licen- 
sing procedures in the export trade to prevent the 
communist nations from importing a specified list 
of goods. The other is the real implementation of 
such an agreement. The two dimensions are po- 
litically inter-related. The greater the laxity of 
implementation, the less the reluctance to agree 
to long embargo lists for those who were against 
the regulations but, at the same time, heavily 
pressed at least formally to agree to them. 

Between the outbreak of the Korean War and 
up to 1953 we can observe that Cocom agreed 
upon extension after extension of the embargo 
lists. But we can also observe how the enforce- 
ment problem, especially that of transshipment, 
remained more or less unsolved during these 
years, giving great opportunities to circumvent the 
formal rules. 

It is impossible to have a firm opinion in the 
light of present knowledge. But when the archives 
are opened the hypothesis should be investi- 
gated that some West European governments, led 
by England, deliberately kept the transshipment 
channels open for the East-West trade when 
Americans pressed them to adopt much more se- 
vere formal regulations than they were willing 
to accept. If this is the case—as the present writer 
is inclined to believe—the West Europeans mani- 
pulated the question of East-West trade in a Ma- 
chiavellian way, so that they could keep both the 
trade and, by feigning cooperation with American 
demands, the huge U.S. dollar aid. 


WI. THE REST OF THE WORLD 


From the point of view of the efficacy of the 
embargo policy, it was desirable that all the non- 
communist nations in the world should partici- 
pate in the execution of the policy, at least to the 
negative extent of not trying to nullify it. 

Such cooperation seems to have been achieved 
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in three main ways. The first was through the 
Cocom-arrangement. The second was through a 
coordination inside the British Commonwealth 
organizations, whereby Australia, New Zealand 
and South Africa also participated, essentially 
along Cocom-lines. The third was through bilat- 
eral agreements between the United States and 
other nations in accordance with the Congres- 
sional requirements expressed in the Battle Act. 

The policy of bilateral agreements was initia- 
ted long before the Battle Act called for this type 
of arrangement. The content of the bilateral 
agreements is not known, but is likely to have 
varied from country to country. For the under- 
developed nations the agreements can be assumed 
to have concentrated partly on a few raw mate- 
rials produced in these countries, partly on rules 
of transshipment, to prevent the embargoed goods 
being shipped from a Cocom country to a com- 
munist area via the third country. For instance, 
in 1951 and 1952 the U.S. Administration nego- 
tiated agreements with Panama, Costa Rica, Hon- 
duras and Liberia, whereby those governments 
agreed to follow the U.S. practive of prohibiting 
its merchant ships from carrying strategic items 
to the Soviet bloc ports and in particular from 
calling at ports in China and North Korea. The 
Greek Government made similar commitments 
during 1953.45 

Which countries and regions of the world par- 
ticipated in the embargo policy? This question 
can be partly answered by table 5-2, in which we 
have listed the countries whose export control sys- 
tems have been discussed in the Battle Act Re- 
ports numbers 1 to 18. The figures in the table 
refer to the page of the report designated at the 
top. 

That a country has been mentioned in the 
Battle Act Reports does not automatically ensure 
that it cooperates with the American export con- 
trol system against the communist bloc. In a few 
cases the wording of the Battle Act Reports is 
somewhat ambiguous, and only indicates that the 
United States has approached the nation in ques- 
tion, or studied its commodity licensing system, 
with a view to getting the desired control. But 
in most cases the text does point to a connection 
between the U.S. policy and the national regula- 
tions reported. In some cases this is done by sta- 
ting that the country in question has cooperated 
in the policy. In other cases the dates for the 
introduction of the national restrictions approxi- 


Table 5-2. Countries with export controls discussed in the Battle Act Reports 


Country BAR, No 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 


Afghanistan 75 

Argentina 62 

Australia 21 
Austria 66 

Belgian Congo 92 35 


Belgium-Luxembourg 66 57 54 66 49 53 34 43 65 27 15 18 17 16 16 22 40 83 
Bolivia 64 


Brazil 63 

British colonies 

in Africa 92 

Burma 76 

Canada 55 67 50 $54 36 44 67 28 16 19 18 17 17 23 4] 84 
Chile 64 

China (Formosa) 76 37 24 

Colombia 64 

Denmark 67 58 55 67 51 55 37 45 67 29 #17 20 19 18 18 24 42 85 
Egypt 84 69 68 38 

Equador 65 

Eritrea 93 

Ethiopia 93 

France 68 59 S6 69 52 56 38 46 68 30 18 21 20 19 19 25 43 86 
French African 

territories 94 


Germany (Federal 
Republic) and 


Western Berlin 69 60 57 70 53 57 39 47 69 31 19 22 21 20 20 26 44 87 
Greece 86 69 58 71 54 59 41 49 71 32 20 24 23 21 21 28 46 89 
Hong Kong 76 58 72 42 28 

Iceland 70 

India 78 29 
Indochina 66 

Indonesia 78 30 

lraq 87 

Tran 87 69 72 42 30 

Israel && 70 74 43 31 

Italian Somaliland 94 

Italy 70 60 59 74 55 59 44 49 71 33 21 24 23 22 22 31 47 $90 
Japan 79 67 #61 #76 S6 61 46 51 73 35 23 25 24 23 23 32 48 91 
Jordan 89 

Republic of Korea 77 33 

Laos 47 

Lebanon 89 71 47 

Liberia 95 34 

Libya 95 

Malaysia 80 34 

Mexico 64 

The Netherlands 731 6&2 62 T) 57 62 48 52 74 35 23 26 25 24 24 34 48 9 
New Zealand 49 

Norway 72 62 62 278 58 63 49 53 75 36 24 27 26 25 24 35 49 392 
Pakistan 82 63 79 36 

Panama 65 50 36 

Peru 66 51 

The Philippines 82 68 51 

Portugal 72 62 64 #79 59 64 52 53 75 37 25 28 27 25 25 37 S50 93 
Portuguese African 

colonies 96 

Federation of Rhodesia 

and Nyasaland 52 37 

Saudi Arabia 90 

Senegal 38 
Singapore 80 

Spain 73 


Spanish zone of 
Morocco and Spanish 
African colonies 97 
Thailand 83 64 53 39 
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Table 5-2 (continued). 


Country BAR, No ! 
L e M—M————Ó————— 


i 7 
Tuy € 7 80 $9 64 53 $54 76 37 25 28 27 26 26 40 51 94 
i i 54 39 
KE 14 65 81 60 65 SS SS T] 38 26 29 28 27 27 40 51 94 
United States 66 83 61 67 56 56 78 39 27 3i 29 28 27 41 52 95 
Venezuela 65 » 

Vietnam 

Yugoslavia 75 63 69 
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mate the introduction of the Battle Act. We will trade with the communist area. The refusal of 
assume that the countries explicitly approached Iceland to join Cocom as a full member is likely 
by the Americans in this context have shown to have been motivated by the important export of 
some degree of cooperation. Which regions are, fish and fish products going to the Fast. 
on this assumption, involved in the embargo po- Finland has a special relationship with the So- 
licy? viet Union which made any cooperation with the 
As early as 1941 Canada had an agreement Cocom policy unthinkable. Some secret transship- 
with the United States, called the Hyde Park ment agreement with the Western powers may 
Agreement, which regulated trade in strategic ma- have existed, but even this is doubtful, as Finland 
terials.4® This was considered also to be applic- has repeatedly been accused of being a place for 
able to the embargo policy and thus Canada transshipment of strategic items. 
around 1950 followed the Americans very closely. The Austrian economy was, up to the Austrian 
In 1954 Canada enacted a new Export and State Treaty of July 1955, divided between the 
Import Permits Act, and since then Canada has Soviet Union and a Western zone of influence. 
participated as an ordinary Cocom member, fol- According to Austrian sources the embargo was 
lowing the West European rather than the U.S. strictly applied during this time in the Western 
policy rules. zone and was coordinated informally by Ameri- 
The Cocom members are, as has been stated, can authorities. Some restrictions are said to have 
the most important NATO nations of Westem remained after 1955. The Finnish and Austrian 
Europe, namely, the United Kingdom, France, positions will be further discussed in Chapter 13. 
Italy, the Benelux countries, Norway, Denmark, This leaves mainly four non-European indust- 
"Western Germany, Portugal, Greece and Turkey.  rialized countries. Japan was, as we know, a full 
In Western Europe this leaves the two neutral member of Cocom. In criticizing the Battle Bill 
States of Sweden and Switzerland, the NATO in September, the Economist wrote: “The British 
member Iceland, as well as Ireland, Spain, and policy of export licensing had also been followed 
the two somewhat "tied" nations of Austria and by the colonial territories and most dominions”.47 
Finland outside of the picture. That New Zealand, since 1949, maintained ex- 
In the next chapter it will be shown how Swe- port controls which “in general coincide with 
den and Switzerland were drawn into the Cocom those of the other Cocom countries" is confirmed 
policy. by the BAR, No. 7. For Australia and South Af- 
Sweden, Switzerland and Ireland are not inclu- rica the wording of the BAR is less clear, but in 
ded in the American descriptions of export con- 1955 the Board of Trade lournali8 openly stated 
trols in various countries. Spain and Iceland are that the special British control for strategic 
included. Both those countries were closely tied goods was also operated by Australia, New Zea- 
to the American base system, and probably had land, the Union of South Africa, the Federation 
no hesitation in participating on neutrality of Rhodesia and Nyasaland, Cyprus, Gibraltar 
grounds. Spain may have been excluded from Co- and Hong Kong. India was not mentioned in this 
com because of opposition to its membership context. In 1953 it is reported?? that Prime Min- 
from some participants, notably the Scandinavian ister Nehru had declared that India would like 
countries. Like Ireland it had very little direct to extend its trade with China and did not intend 
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to accept obstacles for that trade as the United 
Kingdom had done. The Indian Government had 
not entered into any obligations which implied 
any such trade obstacles with any country, the 
Prime Minister said. 

Ceylon was a special case, as in late 1952 it 
sold a great amount of rubber to China, thereby 
violating the embargo rules. In this context a rep- 
resentive of the Foreign Office in Ceylon revealed 
that the British High Commissioner had tried to 
influence Ceylon’s trade with China. However, 
Ceylon prohibited transit trade of strategic goods 
to China, including rubber originating in other 
Asian countries.!! It might also be noted that in 
late 1948 Ceylon had refused to sell rubber to 
the Soviet Union, as the Soviet Union was then 
considered to be a “bitter enemy" of Ceylon.52 

In Latin America some coordination was 
achieved by a resolution of the Ministers of For- 
eign Affairs in the Organization of American 
States on April 7, 1951. The resolution is, how- 
ever, vaguely phrased, and U.S. difficulties with 
some Latin American countries, e.g. Argentina, 
have later been reported.9? 

Thus the United States succeeded in getting 
cooperation throughout the industrialized world in 
their policy of refusing the communist nations 
the imports of so-called strategic commodities. As 
these non-communist countries also had some 
transshipment controls, the countries remaining 
outside the system should, in principle, not cause 
too much trouble for the efficacy of the system. 
As was sometimes pointed out by the American 
policy-makers, if one single industrial country had 
remained outside of the system, the whole efficacy 
was jeopardized. 

If Cocom and the British Commonwealth are 
assumed to have been the two main collective 
organizations for the embargo policy, the third 
main factor in its geographical extension was the 
bilateral agreements which the U.S. State Depart- 
ment, according to the Battle Act, was obliged to 
enter into with both aid-receiving and other na- 
tions. We know almost nothing about all these 
secret agreements, but we have two indicators of 
their regional scope. One is the distribution of 
United States aid in the beginning of the 1950's, 
which was listed in table 4-1. The other is the 
set of reports on the export controls of so-called 
free-world nations in the Battle Act Reports. Both 
these indicators point to a wide regional coverage 
of the policy, so wide that almost no country 


outside of the Soviet and Chinese spheres of in- 
fluence has escaped at least some American pres- 
sure, and most of them have cooperated to some 
extent. Except for colonial areas in Africa the 
BAR's include 21 units in Asia, 10 Latin Ameri- 
can and 10 African countries. If the 14 Cocom- 
nations are added, we get 55 nations, a figure that 
corresponds well with the officially reported fact 
that in 1952 58 nations were approached and 53 
agreed to cooperate in the Battle Act regula- 
tions.5* 

Some cooperation has even been shown by 
communist nations in order to be able to trade 
with the United States. In 1955 the Yugoslav gov- 
ernment agreed to issue end-use certificates, assur- 
ing that strategic goods from the West were 
not reexported to other communist nations.55 
From a newspaper report in 1950, it might pos- 
sibly be assumed that the United States used pre- 
emptive buying of the Yugoslav non-ferrous min- 
erals, so as to prevent them from being exported 
to the East." Through an agreement with Philipp 
Bros. Inc. the Yugoslav export of non-ferrous 
minerals was "reserved" for the United States. 

Later both Poland, in 1957, and Rumania, in 
1964, have undertaken special guarantees to the 
United States not to reexport strategic goods im- 
ported from the West.57 

From a letter to Congress by Averell Harriman, 
the Battle Act administrator, concerning some 
Battle Act-type stipulations in the Mutual Security 
Act of 1951, it can be deduced that of all the U.S. 
aid-receiving nations only Iran, Afghanistan, Bur- 
ma, Egypt, Iraq and Ireland did not cooperate 
satisfactorily in the U.S. policy in 1952. U.S. 
aid was withheld from these nations but would 
"promptly" be resumed when satisfactory assur- 
ance was given that they did not circumvent the 
strategic trade controls.53 Aid to these countries 
was later resumed, except in the case of the Irish 
Republic which "persisted in its refusal" to co- 
operate.59 


IV. CIRCUMVENTION OF THE RULES 


In this section we shall try to show how the in- 
tentions of Congress, as expressed in the Battle 
Act and its predecessor, were circumvented by 
the actual Cocom-work. This is of great impor- 
tance, both in understanding how the embargo pol- 
icy actually functioned, and how the U.S. for- 


59 


eign policy can show two different faces, the 
Stony face of Congress, and the more diplomatic, 
smiling face of the Administration and the State 
Department. 

The Battle Act, as it was intended and de- 
vised by Congress, was an unworkable piece of 
legislation. Ways and means had to be found by 
the Administration by which it could fulfill its 
constitutional obligation to apply the Congressio- 
nal act and continue its cooperation mainly with 
Western Europe, without breaking up the Al- 
liance. This was achieved by "stretching" and 
"interpreting" the law far more than Congress 
had intended. Some help was given by the West 
European governments who understood the di- 
lemma.5? In fact it seems as if the United States 
Administration, and the first Administrator, Mr. 
Harriman, were cooperating comparatively well 
with the West European nations to keep Congress 
out of the implementation. As usual for this pe- 
riod, 1952-1954, our information is scant, but 
we can compile some evidence that there has been 
good agreement and possibly some connivance 
against the Congress between the State Depart- 
ment and the West European governments in the 
implementation of the Battle Act. The means 
used were mainly the following: 


First, some leeway was given to the Administra- 
tion in drawing up the lists of goods to be em- 
bargoed. 

Secondly, the provisions in the Battle Act for 
granting exemptions to nations acting contrary 
to the law, were liberally used by the President. 

Thirdly, Congress and its investigators were 
kept out of Cocom, and kept as uninformed about 
its procedures as possible. 


1. Drawing up of the embargo lists 


Congress had clearly intended that the Battle Act 
embargo lists should be drawn up from a purely 
American point of view, that is, they were prob- 
ably intended to come close to the American 
Positive List, which was much more comprehen- 
sive than the Cocom lists. The Administrator of 
the Battle Act was, however, given some leeway 
in the drawing up of the lists of goods to be em- 
bargoed. Mainly by using the Cocom lists as a 
basis, he could avoid many disputes with the West 
European governments. This seems also to have 
been the method chosen. On November 25, 1951, 
the first Battle Act lists were. decided upon. They 
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included 313 "items".?! In a report by Mr. Battle, 
based on a study mission to Europe in August and 
September 1952,62 the Senator said that "Instead 
of attempting a fresh start in making this de- 
termination the Administrator adopted, with mi- 
nor changes, lists previously established for con- 
trolling exports from the United States as well as 
control lists agreed to by a number of foreign 
governments." 

Another indication that the Battle Act Admini- 
strator restrained the inclusions in the embargo 
lists so as to avoid dispute with the European 
Cocom members is to be found in the reported 
fact that he had omitted 28 items from the drawn- 
up lists, which items were embargoed by the Uni- 
ted States under the regulations of the Export 
Control Act, and, further, that he had established 
no special restrictions on China,® in spite of the 
fact that the United States had a complete em- 
bargo against this country.?! The four items of 
oceangoing tankers, ball bearings, aluminum, and 
rubber, created a special Congressional stir in 
1953.95 


2. The exemptions procedure 


However, not all of the differences between the 
United States and its allies could be smoothed 
out by suitable omissions from the Battle Act 
embargo lists which were drawn up. Some com- 
modities had to be included, which the allies in- 
tended to continue to ship to the communist na- 
tions, especially in those cases where they had 
prior commitments. If and when this happened 
the President of the United States had to decide, 
in accordance with the text of the Battle Act, if 
he wanted to grant the exemption or to cut off 
aid to the delivering nation. 

One of the first cases of flagrant violation of 
the Battle Act rules was committed by Denmark 
in delivering a 13,000-ton oil tanker to the Soviet 
Union in July 1952. Tankers were at this time on 
the title I, category-B list, thus under strict em- 
bargo." Denmark had, however, a prior commit- 
ment, and refused to break the contract, which 
had partly been prepaid. The Battle Act Adminis- 
trator advised the President to grant an exemption 
for Denmark in this case, and the President fol- 
lowed the advice.67 As this tanker was consid- 
ered a typically strategic commodity, this exemp- 
tion has later been considered as a "test case" for 
the efficacy of the Battle Act, and by some, as the 


point when "the threat to deny aid under the 
Battle Act has ceased to operate."68 

The importance of this case may be differently 
judged, but it is a fact that the United States 
President has granted exemptions in all cases hav- 
ing been brought before him. United States aid 
has thus never been cut off to a nation openly act- 
ing contrary to the provisions of the Battle Act.9? 
This in itself, of course, does not show that the 
Battle Act has been inefficient—even if the list 
of exemptions has grown long during the years— 
as the threat of the cutting off of aid may have 
prevented many more violations of the Act. 


3. Keeping Congress out of Cocom 


A third way by which the conflict between the 
United States and Western Europe over the em- 
bargo policy was prevented from exploding was 
simply to keep Congress out of the practical work 
of the European governments. Mr. Battle himself 
complained adamantly about this in 1953. “Bu- 
sinessmen, government officials, and Communists 
in European countries have a ready knowledge of 
this operation (the Cocom work), yet, absurd as 
it is, the United States Congress, and the Ame- 
can people who are called upon to support tre- 
mendous overseas programs of mutual defense 
cannot even be told about this organization—its 
name, location, or accomplishments in stopping 
the West's contribution to the build-up of the 
Russian war machine."? Furthermore “the direct 
representative in Europe of the Battle Act ad- 
ministrator was not allowed to attend meetings of 
this international coordinating committee," and the 
“liaison between the State Department man 
(who participated in the meetings) and the Battle 
Act representative was not effective . . "71 

This policy of keeping Congress out of the 
Cocom work was revealed in Congressional hear- 
ings in 1956,72 during which the great down- 
ward revision of the embargo lists of August 1954 
was treated. From these hearings it is evident 
that the preparations in the United States for this 
revision were handled completely inside the exe- 
cutive branch, and that Congress was kept out- 
side. This is all the more important as the hear- 
ings also demonstrate that it was—contrary to 
the intentions of the Battle Act—the United States 
Battle Act lists which were adjusted to the out- 
come of the negotiations on the international em- 
bargo lists, instead of vice versa. 


V. THE PROCESS OF DECISION- 
MAKING AND IMPLEMENTATION 


In theoretical economic analysis it is easy to 
change a parameter for e.g. economic warfare 
purposes. In practice the corresponding changes 
of existing institutions are much more difficult. 
If abstract economic analysis is to achieve rele- 
vance for the concrete political process the econo- 
mists must present more insight into the realis- 
tic possibilities and difficulties of changing the 
economic process. Some insight of this sort may 
be gained by a summary of the decision-making 
and decision-implementation process surrounding 
the embargo policy. The presentation below 
has been arranged around four questions: a) How 
were embargo decisions made? b) executed? c) 
legitimized? and d) sanctioned? 

The problems treated below have been dis- 
cussed in a somewhat incoherent manner in a 
couple of books,?8 where generalizations have 
been made from individual, often sensational 
cases. Hundreds of individual cases of circumven- 
tion of the embargo intentions are also reported 
in the official U.S. reports.74 Here, however, we 
have tried to systematize that information into a 
more coherent picture. 


1. How were embargo decisions made? 


Three main loci of decision-making can be iden- 
tified: the United States, West European govern- 
ments, and the Cocom body. 


A. In the United States 


The legal diversity, together with the complicated 
nature of the embargo policy itself, has tended to 
make the decision-making process in the United 
States in this field highly obscure. Three depart- 
ments, State, Commerce and Defence, have been 
at the centre all through the policy, with a num- 
ber of different committees, individually and 
jointly, trying to establish an agreed policy line. 
Several other agencies have also been involved, 
such as the Mutual Security Agency, the National 
Security Council,?75 which has drawn up the broad 
policy lines of economic defence in general, and 
a specially created coordination committee for ele- 
ven U.S. agencies, EDAC, the Economic Defence 
Advisory Committee. The structure of EDAC is 
shown in Chart 5-1. 

The American internal coordination problems 
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in the embargo policy can be followed in the 
BAR's, from number one and on. Both Osgood 
and Chuthasmit have treated the formal side of 
it. 

Which have been the results of the complica- 
ted administrative network in the United States? 
Have the embargo lists become longer or shorter 
due to this fact? No definite answer can be given. 
It is possible to imagine that the politically rela- 
tively weak export interests involved have been 
able to use the network for some obstruction to 
the indefinite extension of the lists. The almost 
complete American Positive List embargo speaks 
against this line of thought. With respect also to 
the prevalent anti-communist feelings in the 
United States it seems far more likely that the 
agencies involved have been almost competing to 
put more and more goods on the lists, especially 
as this in some cases may have strengthened the 
competitive situation for U.S. export interests 
to the West European markets. However, we do 
not know for certain. 

It is also possible, and more likely, that this 
complicated administrative network has been 
created on purpose, or at least used on purpose, 
in the conflict between the Administration and 
Congress over the embargo policy. The complica- 
tions may have helped to blur the picture to in- 
terested right-wing Congressmen, and may also 
have diffused the responsibility for the actual de- 
cisions taken, so as to provide the President with 
an excuse for not going as far as Congress wan- 
ted to. This hypothesis gains support from the 
1956 congressional hearings on the 1954 list revi- 
sions.*® In these hearings a Congressional com- 
mittee tried to establish responsibility for the U.S. 
consent to this revision among the agencies and 
departments involved. The result was far from 
conclusive, and a strong impression was given 
that many agencies and officials involved tried to 
shuffle the responsibility for specific decisions 
from their own shoulders into the general muddle 
of the decision-preparing committees. 


B. In Western Europe 
The decision-making process in Western Europe 
has been greatly influenced by the described sec- 
recy surrounding the whole embargo policy. No 
information on this subject is officially available, 
and the picture given below is formed on the 
basis of interviews in different West European 
nations. Cocom has even taken a decision to keep 
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the names of participating delegates and specia- 
lists secret. The basic rule in Western Europe 
seems to have been to keep parliaments and pub- 
lic out of the policy. 

Due to this secrecy the work of the embargo 
policy inside the European nations has been con- 
fined to a relatively small circle of people. The 
main policy decisions seem to have been taken at 
top level inside the Foreign Offices of Western 
Europe with some assistance from trade or eco- 
nomic ministries and the military establishment. 
The execution of the policy has been handed over 
to officials at a lower administrative level. 

One difficulty in this organization has been 
that the few people inside each country who have 
had full knowledge of the policy in its many dif- 
ferent aspects have been those top people whose 
time has been filled up with many other prob- 
lems and whose responsibility has been spread 
over a multitude of fields. They have simply not 
had the time to devote themselves to the basic is- 
sues of the embargo policy. Many of the offi- 
cials who have been involved in the problems in- 
side the foreign offices have also been “in the 
career," that is, they have been moved from one 
post to another, devoting only a short time to the 
embargo policy, too short for actively influencing 
it. 

The lower level executers have generally only 
been aware of one or a few aspects of the em- 
bargo policy, which they have handled like any 
other bureaucratic procedure. This has for in- 
stance been the case in the licensing procedure. 

There seems to have been two consequences of 
this somewhat deficient attention to the basic 
principles of the policy. The West European na- 
tions, especially the smaller ones, less so England, 
have formed a general policy attitude which has 
been characterised by a broad negative view to- 
wards all extensions of the embargo lists and a 
positive view towards all reductions of these lists. 
They have been little concerned with the basic 
principles behind the policy, not enough anyway 
to challenge the United States on the grounds of 
principle in its hard insistence on knowing what 
is best. But, in details, each European nation has 
put much effort into trying to protect its own 
special interests in the trade with East Central 
Europe and the Soviet Union. Norway tried to 
protect its export of aluminum and ships, Den- 
mark of tankers, England of rubber, Western Ger- 
many of the Ruhr products, Belgium, Holland 
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and Switzerland of free port and transit services, 
Sweden of iron-ore and ball bearings, etc., etc. 

It can be concluded that the main influence of 
the West European nations, particularly the smal- 
ler ones, has been devoted to protecting the in- 
dividual, national self-interests particularly in the 
export trades. The broader lines of the policy, 
which may not have been too injurious to each 
individual nation, have been left to the bigger na- 
tions, particularly the U.S. and U.K., who also 
could afford to establish special bureaucracies for 
the purpose. 


C. Inside Cocom 


On the basis of the above described procedure 
we can now imagine the general pattern of de- 
cision-making inside Cocom. 

According to the available information the dis- 
cussions inside Cocom have taken up commodity 
after commodity, individually and sometimes in 
groups. It is likely that in almost ali those cases 
where complete unanimity to put or not to put a 
particular commodity on the lists has not been 


immediate, the United States has proposed to put 
the commodity on the embargo lists. Against this 
proposal, one or several West European nations, 
with special export interests to protect, have sug- 
gested that the goods should be free for export, or 
at least should be put on lists Number II or III, 
that is, subject only to quantitative controls or to 
surveillance. In subsequent discussions the other 
West European nations have been likely to sup- 
port the demands for no control, or for as weak 
a control as possible, well aware that when the 
next commodity will be discussed they themselves 
might have special interests to protect. In this 
way the West European nations have sup- 
ported each other in the process of making the 
lists as short as possible. 

The outcome of these discussions, combined 
with some bargaining regarding commodities," 
has been one of four. Unanimity that the goods 
have a great potential security value may have 
been established, and then it has been placed un- 
der absolute embargo, ie. on the International 
List No. I. A compromise may have been reached, 
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placing the commodity in question either on List 
No. II, with special export quotas granted to the 
interested nations, or on List No. II, which may 
have caused the exporting country to exert some 
restraint in the granting of export licences. Fi- 
nally, no agreement may have been reached at 
al, perhaps because the American negotiation 
latitude has been restricted by Congressional de- 
mands. In those cases the West European coun- 
tries have continued their exports to the commu- 
nist nations, and the Battle Act Administrator, 
when the Act has been violated, had to report to 
the U.S. President and to Congress. 

These open violations are of some interest. 
They have always concerned goods of the cate- 
gory B type, as defined in the Battle Act. When 
these violations are reported to the President, he 
has to decide whether American aid to the export- 
ing country is going to be ended or not. As we 
saw above the President in no single case has 
stopped aid for this reason. This revealed unwil- 
lingness to use the only sanction available be- 
tween the nations may well have influenced the 
later decision-making of the West European na- 
tions in Cocom, inducing them to take greater 
risks in opposing U.S. demands. The risks in- 
volved were also lessened when U.S. aid to Eu- 
rope decreased after 1953. 

During the initial period after the enactment 
of the Battle Act most of the violations concerned 
the so-called “prior commitments" that is, 
delivery of goods which had been contracted be- 
fore the enactment of the Battle Act. In recent 
years the violations have become more frequent. 
Almost all the West European nations are now 
participating in them, Perhaps this may be inter- 
preted as a sign of the growing American diffi- 
culties in getting the West European nations to 
abide by the Cocom rules, even on those few com- 
modities which remain on the lists. 


2. How were embargo decisions executed? 


Let us assume that the Cocom partners have de- 
cided upon the goods to be included in the em- 
bargo lists. The next difficult problem is that of 
implementing this decision, of creating the con- 
trols which will actually guarantee that the goods 
embargoed do not reach the communist nations, 
or reach them only in the quantities agreed upon. 
The execution has created difficulties because, as 
one observer has expressed it, the West European 
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governments fulfill the Cocom-decisions accord- 
ing to the letter, “but not an iota more”, while 
the U.S. “would like fulfillment according to the 
spirit, not the unavoidable minimum, but the rea- 
lization of the political idea.”78 

Among the adversaries to any form of liberal 
socialism a well-known argument is that the in- 
troduction of one control in society by necessity 
will lead to another, creating "the danger ... that 
liberal socialism might develop into an authori- 
tarian system."79 This idea can be illustrated by 
the tendency to growth which was inherent in the 
Cocom control system. Not only the commerce 
with the communist countries had to be control- 
led, but also much of indirectly involved trade 
was drawn into the control circles. 

The West European nations were against such 
an extended control programme both on principle 
grounds and for reasons of national economic in- 
terests, Up till January 1955, the controls seem 
to have left large loopholes. Even after 1954 the 
measures undertaken appear deficient. As was 
suggested above?" the West European govern- 
ments acted in this field as if they agreed to 
American pressure to put some goods on the lists, 
well knowing that the loopholes for traders were 
many, “varied as the ingenuity of mankind," 
and that the benefits of trade would, one way or 
another, accrue to the nation. In 1954 they may 
even consciously have traded off some control 
slackness for reductions in the embargo lists.82 

Many of the control measures were necessita- 
ted because of national variations in the licensing 
systems or because of the non-cooperation of 
some countries. The Cocom nations and the 
countries bilaterally coordinated through London 
or Washington comprised most of the nations 
able to produce the developed industrial goods 
which made up the main parts of the embargo 
lists. However, even for many of these countries 
the licensing procedure was applied only in ex- 
ports to the communist countries, not to other 
countries. But when a shipment of strategic goods 
has left one country, for instance for a Cocom 
country, it can either be redirected on the high 
seas, it can be transshipped through other coun- 
tries by many routes, or it can be reloaded in a 
free port. In these and other ways it can reach, 
without violating the law, the communist nations 
for which it would not originally have been li- 
censed. An early, much quoted case was when a 
shipload of electrolytic copper was shipped from 


Japan, via the harbour of New York to China, 
thereby avoiding Japanese regulations on trade 
with China.88 

In order to prevent this legal way of circum- 
venting the intentions of the embargo policy a 
number of restrictions were introduced, mainly on 
American initiative.84 


A. ICJDV 


The IC/DV-system was a typical and important 
consequence of the embargo policy. IC/DV 
stands for "import certificate, delivery verifica- 
tion". It meant in short that the country of origin, 
before granting an export licence, could request 
the importer of the country of destination to 
have an import certificate granted and recorded 
by his own government. After the goods were 
shipped the authorities of the exporting country 
could request a delivery verification from the im- 
porting one. In this way it was hoped to have 
full control over the commodity from the mo- 
ment of export to the final use in a friendly na- 
tion.55 

This system was introduced in March 1951, 
when the U.S. government started a destination 
and end-use control system over strategic export 
goods.8* The full IC/DV system, after some de- 
lays, went into effect on October 20, 1952 in 12 
“major trading nations" of the West.87 It was 
also quietly accepted by the two neutrals and by 
a number of other nations. There are, however, 
reasons to believe that it has neither been fool- 
proof nor consistently applied by the West Euro- 
peans. Import certificates were, for instance, of- 
ten obtained by fraud.88 


B. Free port controls 


Free ports, where world traders have traditionally 
been allowed to bring their goods, store them, 
reload and reship them without any controls from 
the nation in which the port is situated, created 
great difficulties for the efficacy of the embargo 
policy. The American free ports of New York, 
New Orleans and San Francisco were controlled 
for strategic goods from some time in 1952,89? but 
the main problems, such as the ports of Ham- 
burg, Amsterdam, Antwerp, Rotterdam, Basel and 
Copenhagen remained.?? In early 1953, ship- 
ments in these ports were not even checked 
against the strategic lists, and they also furnished 
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"the easiest avenue to Russia for smugglers and 
users of fake documents from all parts of the 
world."91 

The United States pressed heavily for controls 
over the free ports. Belgium, Holland, Western 
Germany and Denmark on the other hand were 
against them. They thought it would interfere 
with the traditional free commerce and possibly 
decrease it, at least through their ports. The 
U.S.A., England, Canada and Japan had a system 
in early 1953 which the other countries were 
urged to adopt. It implied that when any strategic 
goods were landed for transit in a free port, a 
special reexport licence would be denied if satis- 
factory evidence could not be given that the goods 
would not be diverted to the Soviet bloc.?? 

It seems as if the other countries did not for- 
mally meet the American demands until July 
1954, when they worked out a non-specified 
transshipment control management “to which 
they could all subscribe."?3 In spite of this agree- 
ment many stories have been told about the easi- 
ness with which embargoed commadities could 
be diverted to the communist nations via the free 
ports, especially in Holland and Belgium, all 
through the 1950's.94 


C. Transaction controls 


In many cases the financial and commercial circ- 
les in Western Europe and the United States par- 
ticipated in deals with the communist nations of 
embargoed goods that never entered their own 
countries, for instance in selling copper from 
Chile to Poland. Belgium and Holland, who were 
reluctant to impose free port controls, introduced 
early transaction controls, while Britain and a 
number of other Cocom nations, which had free 
port controls, only introduced these transaction 
controls in the above mentioned package deal of 
July 1954. A transaction involving strategic goods 
could thus be financed in U.K. and reloaded in 
a free port of Holland or Belgium before 1954. 

By the transaction controls a government cri- 
minalized any kind of participation of its subjects 
in any deal in embargoed commodities in any 
place of the world, thus extending the control 
measures another round.®5 Another and in this 
context most important checking system was 
handled by the authorities controlling the stream 
of foreign currencies and payments.95a 


65 


D. Controls over shipping services 


Ships of most categories were early put on the 
Cocom-lists, probably on list number two, as Nor- 
way and some other countries got exemptions for 
export of special and less important types.95 

If the intention of such a measure was to pre- 
vent the Soviet Union from building up an inva- 
sion fleet or a powerful troop-transport fleet, 
other shipping services might well be temporarily 
furnished by Western countries to the communist 
states. But if the embargo on deliveries of ships 
was intended as an economic measure against the 
foreign commerce of the Soviet Union or its trans- 
ports from the Baltic to Vladivostok, or to the 
Black Sea, then the furnishing of all shipping 
services should also be forbidden. The West Euro- 
pean nations took the first, the United States the 
second position. 

Early in 1953 the Americans complained that 
shipping facilities, services and repairs were be- 
ing furnished by allies such as Western Germany, 
Denmark, Holland, Italy and Belgium to the com- 
munist bloc, thus helping it to “make up for the 
Soviet transportation deficit." The Soviet Union 
was said "recently" to have had more than 100 
foreign ships under charter at the same time, a 
substantial proportion of them under a "time" 
charter, meaning that during the charter period 
these vessels were beyond the control of the West- 
ern nations.?? In the United States special bun- 
kering controls had been introduced in 1953, 
whereby bunkering in the U.S. was forbidden for 
all ships engaged in trade with China, and bun- 
kering of all ships from any communist nation 
was allowed only on a special licence.®8 

If information from a committee under the 
chairmanship of Senator McCarthy, with Mr. Rob- 
ert Kennedy as main assistant, is to be relied 
upon, the American government had at this time 
got the Greek- and Panama-owned ships under 
some control, but was having less, or no, success 
in trying to get Britain and Norway to cooperate 
in this particular restrictive activity, even in the 
midst of the Korean War. Between July 1951 and 
March 1953 there was a marked increase in Brit- 
ish, a moderate increase in Norwegian, and a 
sharp fall in Panamanian and Greek flag-carrying 
vessels trading with China ?5* 


E. Non-frustration controls? 


The United States also created a special type of 
non-frustration or substitution controls on goods 
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included in the American embargo lists but not 
in the Cocom-lists. The principle used by the U.S. 
Department of Commerce to enforce the Ameri- 
can regulations consisted in refusing licences also 
to friendly nations, even Cocom-members, for 
commodities, e.g. machinery of special types, 
when similar commodities were exported by the 
importing friendly nation to the communist 
area, 100 i 


F. Non-Cocom nations 


A special problem was, of course, created by the 
nations that did not participate in the Cocom ac- 
tivities. The Americans were, as we have seen, 
making strenuous efforts to get these nations in- 
volved in the embargo programme. But were these 
efforts effective? 

We have indicated that the United States con- 
cluded bilateral agreements with some 50 nations 
pertaining to the control of export of strategic 
items to the communist nations. However, it is 
hard to believe that these agreements covered all 
the aspects necessary to make the control pro- 
gramme effective. It is especially hard to believe 
that these countries effectively implemented the 
controls, especially ‘various forms of transship- 
ment controls, so as to prevent them from becom- 
ing loopholes for the Cocom policy. There are 
also a good many reports of undesired trading 
activities via non-European nations, in South 
America, around the Mediterranean, and in South 
Asia. 

As regards Sweden and Switzerland, trade sta- 
tistics give some indications of their non-compli- 
ance with American demands. Both countries did 
cooperate in the matter of outright military com- 
modities, where they had controls quite apart 
from the Cocom policy. But with respect to in- 
dustrial goods the cooperation appears to have 
been less wholehearted and with respect to trans- 
shipment controls very small. 


G. Illegal activiries 


So far, we have discussed only those control mea- 
sures which were necessary to block the legal 
loopholes which existed owing to the nature of 
the policy, the traditions of free commerce in the 
West, the difficulties in the way of harmonizing 
the numerous national regulations, and of getting 
all nations to cooperate. But apart from these dif- 
ficulties there was certainly a large amount of 
clearly illegal activity. This ranges from the forg- 


ing of licences and false labelling of goods to 
outright smuggling. A large number of examples 
of different types are to be found in the official 
American documents. 


3. How was the embargo policy legitimized? 


The essence of the political systems of the so- 
called free world is what Max Weber termed “le- 
gal domination". It is not enough that the rulers of 
the societies are able to make certain decisions 
and effectively enforce them. The decisions must 
be made and enforced in conformity with estab- 
lished legal rules. From this point of view it is 
of interest to note that the embargo policy has 
been poorly legitimized. 

In the United States, where both the political 
will to create an embargo policy and anti-com- 
munist sentiment were particularly strong, legal 
forms have been fulfilled. Congress has given the 
Administration explicit and almost full control 
over United States trade with enemy countries, in 
the Export Control Act of 1940, in the Second 
Decontrol Act of July 15, 1947, and finally in the 
still valid Export Control Act of February 20, 
1949. Furthermore, through the different amend- 
ments to foreign-aid bills culminating in the Battle 
Act, Congress had explicitly authorized the Ad- 
ministration to use the threat of withdrawal of 
U.S. foreign aid as an instrument in trying to get 
the rest of the so-called free world to adopt em- 
bargo action similar to that of the United States. 

In the course of the years Congress has fur- 
thermore included a great number of ad hoc pro- 
visions to the same end in different laws, vesting 
responsibility in several American departments 
and agencies. The complicated legal network is 
well summarized in 1965 in a Congress report.!01 

Congress has incorporated all these legal in- 
struments in the legislation, in full cognizance of 
the fact that they would be used against the com- 
munist nations. In the Congress debates at the 
time of this incorporation, and in subsequent hear- 
ings following up the execution of the enact- 
ments in question, it has been noticeable that Con- 
gress even wanted to take more severe action than 
the Administration both desired and took. Thus, 
there is no doubt that in the United States the 
democratic requirement of parliamentary consent 
for the government embargo actions has been well 
met. Another problem is that the constitutional 


issues involved in the embargo problem are some- 
what obscure also in the United States.1014 

In Western Europe, where there was opposi- 
tion to the policy, especially in politically influ- 
ential business circles, the picture is different. 

A special study!?? might be devoted to the 
question of the extent to which West European 
governments have acted in conformity with or 
contrary to valid legislation in the national en- 
forcement of the rules agreed upon in Cocom. 
Such a study might proceed from four special 
points. 

First, the West European governments succeed- 
ed in finding some already existing legal rules 
by which more or less arbitrary national controls, 
including detailed export licensing, over foreign 
trade could be justified. 

The main legal question, secondly, is whether 
the legislation thus found could be considered to 
be enacted for the purpose of participating in a 
cold-war economic offensive. A superficial study 
of the laws used in some participating countries 
suggests that they have been enacted for the sole 
purpose of protecting the domestic economies. If 
this is correct, it can be argued that the govern- 
ments have extended their arbitrary powers be- 
yond the limits intended by the legislators. 

Thirdly, as the national policy was in reality 
established through an international agreement, it 
may be questioned whether, in several Cocom na- 
tions, the agreement should not have been pre- 
sented for approval to the national parliaments 
in conformity with constitutional rules. 

Neither of these legal questions can be defi- 
nitely answered in this context. But, fourthly, it is 
an interesting and possibly revealing fact that ex- 
cept in the United States and England, the govern- 
ments have preferred not to take up a discussion 
of these legal procedures. On the contrary, they 
have handled the policy in a most secretive way, 
and have done everything possible to avoid an 
open discussion of these problems. 

The official explanation generally offered for 
this avoidance of parliamentary interference in 
the policy is that it was too unimportant to waste 
the time of the parliaments on it. In less official 
discussions, however, the reasons offered are quite 
different. Mainly, it is pointed out that the pol- 
icy would never have been feasible if it had been 
put before the parliaments or ventilated in the 
public discussion. In some countries with strong 
communist and socialist parties, like France and 
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Italy, the policy would have met with very strong 
opposition, even if the governments had pressed 
it, and in other countries, especially Norway and 
Denmark, but also in France, it was considered 
almost contrary to the spirit of the constitution. 
It must also be kept in mind that had the embargo 
policy been positively rejected by a single one of 
the main West European parliaments, the effec- 
tiveness of the whole international cooperation 
would have been seriously jeopardized unless that 
country had been excluded from the alliance and 
in commercial matters treated as a communist 
state. Thus it was better to keep all the parlia- 
ments out of the matter. 

Let us give some examples of how the ques- 
tion has been handled,!03 

In Belgium and Luxembourg the embargo pol- 
icy has been executed under a law from 1934, 
giving the government the right to regulate 
exports and imports “in extraordinary and abnor- 
mal circumstances when the vital interests of the 
country are in danger”. The actions taken by the 
government shall, according to this law, be sub- 
mitted to ratification by the legislative chamber 
within three months.!?: I have found no evidence 
that this ratification requirement has been met 
in Belgium with respect to the Cocom pol- 
icy.1°5 This legal situation was not changed until 
January 17, 1955, when a royal decree provided 
that all exports and imports should be submitted 
to licensing controls unless the government de- 
cided otherwise for particular trade and regions. 
This was a way of formally treating all foreign 
trade alike, but in reality discriminating against 
the communist countries. 

In Holland where the Cocom policy has been 
executed under an “export prohibition law” from 
1935, there had up to 1965 not been any parlia- 
mentary debates on the Cocom policy.!9? The 
reason, according to a Dutch government offi- 
cial, was that up to 1954 the Dutch government 
did not want to run the risk of taking it to par- 
liament, owing to the somewhat anti-American 
feeling on account of the U.S. policy in the Indo- 
nesian conflict. After 1954, when the issue might 
have gained the approval of parliament, the pol- 
icy of secrecy had become traditional and some- 
what compromising for the government. The pol- 
icy was operated under war-time regulations up 
to 1962, when a new law on foreign trade came 
into existence.!?7 This law demanded a debate on 
all export and import regulations, thus also on 
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the Cocom policy, before the end of 1966. This 
debate, which did take place, covered mainly the 
general export and import problems, and the 
Dutch participation in the Cocom-activities was 
not specially treated.108 

The French cooperation in the export discrimi- 
nation has been concealed under a decree of No- 
vember 30, 1944, based on a law of July 11, 
1938, requiring general export authorization. 10? 
According to a former French Cocom-delegate it 
was not taken to parliament because the commu- 
nist and left-wing opposition was believed to be 
too strong, and also because the legality of the 
measures was doubted. 

In Western Germany the first efficient embargo 
laws were issued under the authority of the Ge- 
setze über Notmassnahmen auf dem Gebiete der 
Wirtschaft of December 18, 1947 and April 23, 
1948.110 These emergency laws were in force till 
the new Aussenwirtschaftsgesetz of April 28, 
1961, replaced them.!!! The question of the em- 
bargo policy was openly discussed in Parliament 
on May 6, 1952,!1? and the consequent declara- 
tion of the West German government was unusu- 
ally frank, especially in talking openly about “as- 
sumed obligations on the ground of international 
agreements concerning the embargo policy".113 

In Italy the Cocom policy has been executed 
by a set of "export tables" formally requiring 
licences, as in Belgium and Norway, for exports 
of some goods to all destinations. These "tables" 
have been issued under a pre-war law of the Mus- 
solini government from November 14, 1926.114 
According to a Foreign Office official, there has 
been no parliamentary discussion. 

In Norway, the policy has been handled with 
the utmost secrecy. The Norwegians have also 
preferred to list those goods which can be ex- 
ported without a licence and those countries to 
which export is uncontrolled,!!5 instead of listing 
the much shorter Cocom lists and the dozen com- 
munist countries to which the policy was applied. 
There has never been any debate in parliament. 
According to its chairman the embargo policy 
has not even been discussed in the special foreign 
affairs committee dealing with the secret NATO 
matters. 

In Denmark there have been short debates 
about the Cocom Agreement in parliament in 
1954, 1955 and 1959.116 In the 1954 debate the 
leader of the Communist Party, Aksel Larsen, 
claimed that the Cocom Agreement was contrary 


to the Danish Constitution and he wondered when 
it had been discussed by the Danish Parliament 
or by its Foreign Policy Committee. In this 
committee, however, it is illegal for the mem- 
bers to make public anything which has been dis- 
cussed in it. The Minister for Trade also said that 
it had been discussed in a special economic parlia- 
mentary committee and the secretary of that com- 
mittee confirmed that it had been discussed. 

One year later, however, the discussion was 
brought up again by Aksel Larsen, who claimed 
that nothing had ever been written in the reports 
of the special economic committee about any dis- 
cussions on the Cocom agreement. Again in 1959 
Aksel Larsen brought up the discussion about Co- 
com and asked if the agreement, which had so 
far been kept secret from parliament, was still in 
force. Since that date, it has not been possible to 
find any other discussions in parliament, in spite 
of the fact that Denmark is still a member of 
Cocom. The Danish export regulations were un- 
dertaken under a wartime law Number 158 from 
March 29, 1943,! but were changed by laws No. 
302 of December 1957 and No. 352 of December 
1958,118 

In Greece and Portugal the Cocom policy has 
been executed under emergency laws of 1939, and 
in Turkey under administrative decrees by the 
Council of Ministers.!!9 

These examples suffice to show that the impor- 
tant foreign policy action of a discriminating 
trade policy has nof been handled in Western 
Europe in a way which is proper from the point 
of view of parliamentarian democracy. In order 
to avoid public and parliamentary interference 
with the policy the West European governments 
have resorted to the use of old laws which in 
most cases were clearly not intended for offen- 
sive economic warfare purposes, and to rather 
undemocratic secrecy. This conclusion is also 
strengthened by the fact that the West European 
governments withstood American pressure not 
only to introduce the trade war in OEEC, but also 
to introduce it in the common defence organiza- 
tion, NATO,*?? because NATO was subject to 
some current parliamentary control. The Cocom 
arrangement was considered informal and thus 
evaded all legal demands for parliamentary con- 
trols. In this way the governments avoided an 
open test of the legality of their cooperation in the 
Cocom embargo policy. 

It should, finally, be observed that this way of 


formally handling the Cocom agreement may 
point to a more general legal problem in the sphere 
of international agreements. To what extent is it 
possible for the national governments to enter into 
active and important international cooperation by 
simply pretending to cooperate in an informal 
way without formal agreements, and thereby 
avoiding domestic parliamentary and public con- 
trol? The Cocom cooperation may not be the 
only case of its type. The Berne Union of 1934 
to be treated in chapter 12, is of a similar nature, 
and several actions in the highly important field 
of international monetary cooperation in the 
1960's may fall in the same category. The exist- 
ence and the usefulness of such informal coopera- 
tion should at least be studied. 


4. How were the embargo decisions sanctioned? 


There were clear business gains to be had by cir- 
cumventing the embargo decisions, legally or ille- 
gally, because of the high prices that the commu- 
nist nations were willing to pay for embargoed 
goods. In order to counteract this profit motive it 
was necessary to legislate some kind of punitive 
measure. For the outright illegal deals this consti- 
tuted no problem, as all countries could easily 
criminalize violations of legal licensing and re- 
lated requirements. This was a procedure in full 
accordance with legal principles. 

Both convicted criminals and those profiting 
from legal loopholes in the international embargo 
arrangements were, however, exposed to another 
type of sanction. From an early date!?! the Amer- 
ican authorities started to black-list people who 
had in one way or another violated the letter or 
the spririt of the embargo policy. It is not known 
whether such black-lists have been compiled by 
any West European governments. In September 
1950, the U.K. Secretary for Overseas Trade 
made a statement to the effect that England did 
not intend to do so.12? But it has also been re- 
ported that other governments supply secret in- 
formation of this type to the U.S. enforcement 
authorities, !°3 

In 1952 the American Office of International 
Trade in the United States Department of Com- 
merce issued a “black list” of companies for 
which any particìpation in American foreign trade 
during the American export control programme 
would be forbidden. The list included 62 firms, 
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33 American, 11 Swiss, 5 British, 5 Italian, 2 Bel- 
gian and 2 from Trieste as well as a couple of 
others. It was also reported that the OIT had 
under observation a great many other companies 
suspected of illegal trading,!?* and included in 
another "gray-list". The files of the U.S. Depart- 
ment of Commerce followed the current opera- 
tions of "many thousands" of American and for- 
eign businessmen and companies. 125 

The violating firms and individuals, from all 
over the world, could be punished in several ways: 
by depriving them of U.S. export licence facilities, 
by refusing them participation in loans made by 
U.S. agencies, by refusing them U.S. government 
procurement contracts, by refusing them priority 
assistance on scarce materials in the U.S., etc.!?0 

The black list was, moreover, published by the 
Americans in their Export Contro! Directory and 
Comprehensive Export Schedule and distributed 
to other governments and to foreign agencies con- 
cerned with trade. In this way the violating com- 
panies may have been exposed to difficulties also 
in their relations with governments and other 
agencies in Western Europe. This may be parti- 
cularly harmful for companies, which not know- 
ing that they were violating any embargo regula- 
tions, have been used by deliberate violators, and, 
when detected, have also been put on the black 
list. A couple of such cases have been reported 
in interviews. 

It should be noted that much of the activity of 
applying sanctions to violators was, also in West- 
ern Europe, handled by American and not by 
domestic authorities. The American embassies 
and consulates have had personnel mainly con- 
cerned with checking the trading behaviour of 
business circles in the country where they have 
been stationed. There have been special “eco- 
nomic defense officers" in charge of the embargo 
implementation. In the important nations even an 
“Economic Defense Panel", consisting of "mili- 
tary, political, economic and information ele- 
ments" has existed inside the embassies.!2* The 
economic defence officers still exist. They had a 
special European meeting in late 1963.128 As is in- 
dicated in Chart 5-1, above, American intelli- 
gence agencies have been active in the embargo 
field. The American authorities have in many 
cases directly contacted the European companies 
to check up on their behaviour. It has been re- 
ported that officials of the American Consulate in 
Rotterdam and Hamburg and of the American 
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Embassy in Brussels and Stockholm have even 
demanded the right to scrutinize the books of 
Dutch, West German, Belgian and Swedish com- 
panies in order to check the nature of certain 
deals. These companies have also known that they 
could not refuse to let the Americans exercise this 
control, if they wanted to maintain their trade 
with the United States. To come on the black-list 
was not desirable, as there was a widespread but 
erroneous notion that “it is forbidden to do busi- 
ness with these companies”.!*® Even as early as 
in 1952 the Americans may have started to claim 
the right to control the books of foreign compa- 
nies suspected of trading against the American re- 
gulations. A Swiss bank in Zurich, Bankhaus Bar, 
which was accused of illegal transactions with 
communist countries, defended itself by saying 
that it was prepared to show its books to a Swiss 
administration but it was not able to show them 
to any foreign organization, as this would be 
against the Swiss banking laws.15° 

It is clear that traders who have violated not 
only the letter but also the spirit of the embargo 
policy have been exposed to economic sanctions, 
which in reality have been a form of punishment. 
And not only this. The cases reported in the of- 
ficial U.S. documents are often put on the lists 
because of "alleged" transshipments, or because 
foreign companies have refused to give full and 
satisfactory information to the U.S. investiga- 
tors.131 It has even been admitted by a spokes- 
man for the Department of Commerce that in 
order to obtain evidence in an alleged case "some- 
times we will slap on a restraint".!?? From the 
legal point of view this kind of action may well 
give rise to some concern. Our basic Western 
principles demand that individuals who have not 
been legally convicted of any crime should be 
treated equally before the law, and that there are 
no crimes without a law, nulla crimen sine lege. 
The embargo policy may have been said to have 
violated both of these requirements. The neces- 
sity to keep the policy away from the parliaments, 
as described above, has prevented international 
coordination for the creation of a satisfactory 
legal system both for the implementation of the 
policy, and for sanctions against violators of the 
policy. As late as in 1959 the U.S. Department 
of Commerce tried unsuccessfully to persuade 
Cocom to adopt an international black-list of for- 
eign nationals known to be trading with the bloc 
in embargoed goods.!?3 In spite of this, not legally 


punishable violations of the Cocom-rules have in 
teality been punished. 

What we have got in Western Europe seems in 
effect to be an American secret police, investigat- 
ing the behaviour of non-American economic 
subjects, applying sanctions which are, in effect, 
punishment for actions which have been crimi- 


nalized — or can be criminalized — by no court. 
From the point of view of security under the law 
these tendencies are regrettable. Such methods are 
clearly akin to those used by the system from 
which the embargo policy was devised to protect 
us. 


Chapter Six. Two Special Problems: 
Germany and the “Militant Neutrals” 


I. INTRODUCTION 


In this chapter we are going to discuss three coun- 
tries which created special institutional problems 
for the Cocom cooperation. Western. Germany 
was in a special position. It was a defeated na- 
tion, dependent on the will of the Western allies, 
partly bound by Western agreements with the So- 
viet Union, and reluctant to accept the embargo 
policy due both to economic reasons and the de- 
sire for reunification. Sweden and Switzerland, 
which were highly developed and decidedly neu- 
tral, also had to be induced into some kind of 
cooperation with Cocom if the Western policy 
would stand any chance of being effective. 


Il. WESTERN GERMANY! 


Western Germany presented special problems dur- 
ing the early embargo years. Formally, the country 
was treated harder than other West European na- 
tions. But in reality a great amount of trade, in 
violation of the embargo rules, seems to have ta- 
ken place. The American complaints over the 
West German situation are also of interest as the 
Americans at that time felt free to openly criticise 
this defeated nation. Other West European na- 
tions could not be attacked in the same way. Thus 
the criticism against Western Germany may be 
interpreted in a wider sense, indicating the dis- 
crepancy between formal Cocom rules and actual 
practice also in other West European nations. The 
German situation was, however, complicated by 
the special relation existing between its Eastern 
and Western sectors, and in this respect it was 
unique. 


1. Special embargo regulations? 


During the first years of the embargo policy 
Western Germany was officially more heavily af- 
fected by the export controls than other West 
European nations. First, Western Germany had 
not gained full sovereignty in this area.2 A “Tri- 
partite Export Controls Committee" and a “Tri- 
partite Customs Group", consisting of England, 
France and the United States, issued directives to 
the West German government.* These two bodies 
were set up at approximately the same time as 
Cocom started functioning, that is, at the end of 
1949.5 It is not clear how long they continued 
to supervise the West German trade with the East, 
but that they functioned in May 1952, and prob- 
ably also in the middle of 1953, seems clear.? 

The unequal treatment of Western Germany 
in Cocom matters was accentuated when, on May 
10, 1950, the administration of the export con- 
trols was turned over to the West German gov- 
ernment. Then a Tripartite decision was taken 
that Western Germany should not apply the gen- 
eral European Cocom list, but must continue to 
use the longer and more severe American Posi- 
tive List, which the military authorities had used 
before. This decision had not been changed in 
October 1951, but at that time revisions of the 
Tripartite instructions were contemplated so as 
"in the very near future to bring German export 
controls in accord with parallel restrictions of 
other western nations.”® 

Thus, for at least a year and a half of the early 
embargo policy, a number of commodities could 
be exported to the East by all West European na- 
tions except Western Germany. This discrimina- 
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tion against the Bonn-Republic caused complaints 
both in business and in government circles.? 

This situation was not changed until 1952, 
probably at about the same time as the Battle Act 
became operative, when the embargo situation in 
Western Germany was turned towards European 
"normalcy",9 that is, from having to use the 
stricter U.S. Positive List the West German ex- 
porters were now subjected only to the less strict 
Cocom lists.!! The dissatisfaction with the exist- 
ing rules continued however, and on May 6, 1952 
the Bundestag adopted a resolution demanding a 
normalization of trade with the communist na- 
tions and identical restrictions among the West 
European nations, both in lists and in controls. 
This resolution was unanimous, except for the 
communist members. It also forced the Federal 
Government to issue a statement two weeks later 
in the same spirit, promising to work for the ends 
demanded by the Bundestag.!? 

In the latter part of 1952 there were also seve- 
ral authoritative pronouncements against the ex- 
cessive embargo lists. On the initiative of the Min- 
ister of Economics, Ludwig Erhard, and after a 
cabinet decision of June 24, a new organization, 
an "Ost-Ausschuss der deutschen Wirtschaft" or 
the "Eastern Committee", was formed on July 3, 
by West German industry. Its purpose was to co- 
ordinate the trade with the communist countries 
in close cooperation with the government.?? This 
committee later channelled the German resistance 
to the embargo rules. 


2.JEIA 


During the first two years of the embargo, 1948- 
49, the formal restrictions on Western Germany's 
trade with the East Central European countries 
were, furthermore, controlled by a special allied 
organization. The trade of the Bizone was since 
December 2, 1945! handled by "JEIA", Joint 
Export-Import Agency, which scrutinized all 
trade with the communists. This agency required 
that Bizone deliveries were to be paid for in dol- 
lars which kept down the level of trade. This prin- 
ciple was generally criticized as early as in the 
middle of 1948.15 

For 1949 trade agreements were concluded by 
JEIA with Poland, Czechoslovakia and Hungary, 
providing for increased trade, but far below the 
level earlier envisaged. The two main obstacles to 
trade, as seen by ECE, were "the bitter memories 
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left by German domination before the war” in 
Eastern Europe, and the problem of the Western 
export licensing policy, which ECE thought 
“may well prevent Western Germany from ob- 
taining essential foodstuffs and raw materials in 
Eastern Europe, which would be a particularly 
serious development ...”!° The West German ex- 
port in 1949 to Eastern Europe hardly reached 
the level of the corresponding import, and during 
1950-54 this import was well below the 1949 lev- 
el, which may testify to the correctness of the 
ECE prediction. 

On October 8, 1949, a nine-month trade agree- 
ment was concluded between Eastern and Western 
Germany for an exchange of some 300 million 
D.M. each way.1* This agreement quickly ran 
into some minor troubles as the West Germans 
seem to have taken a lag in East German delive- 
ries as a pretext for cutting down their iron and 
steel deliveries. This action may have been rela- 
ted to American embargo pressures. 14 

On October 15, 1949, JEIA handed over all 
its administrative functions to German authori- 
ties, with the exception of advisory and supervi- 
sory rights and controls of the exports of strate- 
gic goods.!9 

In December 1949, an agreement between the 
U.S.A. and Western Germany on economic co- 
operation contained an annex with “interpretative 
notes". One of these indicates a West German 
undertaking to cooperate in the embargo policy, 
formulated as a promise to prevent the diversion 
of a specific set of commodities “to illegal or 
irregular markets or channels of trade".?? On 
March 21, 1950, the Industriekurir in Düsseldorf 
reported on new embargo lists for the Marshall- 
aid nations, valid also for the Western parts of 
Germany, and on March 26, 1950, Mr. Robert 
M. Hannes of the ECA special mission in West 
Germany gave a speech in which he indicated 
that East-West trade was of very small impor- 
tance to the Federal Republic and that such trade 
was almost disloyal to the other Marshall coun- 
tries.?! This attitude may well have been typical 
for the allied supervision of West German trade 
with the East. 


3. The interzonal exception 


Formally, there was one very important exception 
to the stricter rules applying to Western Germany, 
that of interzonal trade. From the end of the Ber- 


lin counter blockade on May 12, 1949,2? the 
strategic exports controls were not used in the 
trade between Eastern and Western Germany un- 
til May 10, 1950. Furthermore, all delivery per- 
mits issued for exports to the Eastern part of the 
Reich before that date retained their validity un- 
til December 31, 1950.28 It was estimated that 
on December 4, 1950 some 30,000 such delivery 
permits, unscrutinized for strategic purposes, were 
still outstanding.?t 

In effect this meant that up till May 10, 1950, 
any goods could be traded between Eastern and 
Western Germany, and that in this way not only 
Eastern Germany, but also the Soviet Union and 
the other communist nations, could get hold of 
many of those goods which, if not imported, 
would have caused the greatest harm to their in- 
ternal economies. 


4. Reality of West German controls 


Even if the official West German policy was 
strictly to follow the American export controls, 
and “a review of statements of German and 
some United States officials would lead to the 
conclusion that this policy actually is effectively 
implemented ... the underlying situation, how- 
ever, appears to be one of virtual lip service to 
the official policy, ... permitting countless eva- 
sions and violations . . ."25 

This severe indictment is contained in a U.S. 
Senate report from the middle of 1951, based on 
a detailed study of the actual situation in Ger- 
many. It is substantiated by a great number of 
separate observations of different sorts, which, 
however, do not add together to a coherent quan- 
titative view. The fact seems to be that no one 
simply knows, or knew, the amount of "illegal" 
East-West trade that was carried on in Germany 
in this early phase of the policy. Until October 
1950 no single individual was assigned to the spe- 
cial task of collecting and analysing information 
on illegal East-West trade, and between October 
1950 and October 1951, only one person was 
directly engaged in this matter.?° 

The observations of the Senate report are of 
some indicative value. They show that the free 
ports were virtually unchecked. In Hamburg, situa- 
ted in the British zone, the transit shipment 
through the free port area was completely free, 
and any redestination of ships could take place. 


Furthermore, goods of West German origin could 
easily enter the port area, subject only to spot 
checks, with some 95 percent of the cases cleared 
through the customs area not being checked.?" 
The report further shows that even normal tran- 
sit-trade was next to completely free in all of 
Western Europe, and that this fact was especially 
important for Western Germany.” Furthermore, 
"it is completely incomprehensible, that, with a 
customs force of 15,182 officials, larger than that 
of any Western European country or the United 
States, not one case involving restricted material 
is discovered and brought to trial by the Bonn Re- 
public agencies". When, in West Berlin, some such 
trials, involving 150 firms and individuals, were 
being scheduled, several endeavours were made to 
drop the cases completely and "a delegation of 
major representatives of Ruhr firms and indust- 
rial associations descended on West Berlin authori- 
ties, and have been attempting to quash the en- 
tire proceedings and halt further investigations", 

"This can only lead to the conclusion that 
the will to enforce export controls is lacking in 
the West German Government."29 

Partly in order to cope with this situation, the 
Americans in late 1950 undertook to control the 
eastward movement of restricted goods by mili- 
tary police from the U.S. Army.39 This measure 
is said subsequently to have caused much bitter 
feeling in Western Germany. 

The estimates of the quantitative amounts of 
illegal trade between Western Germany and the 
communist countries were not "sufficiently reli- 
able for unqualified presentation". They were 
ranging from "insignificant" to as much as 350 
million dollars per year. The volume was, how- 
ever, considered "large enough to constitute a se- 
rious menace to western security".3! Figures 
above 100 million dollars per year?? were "con- 
tinuously put forward" by United States officials 
in Germany as a reasonable value of smuggled 
goods.33 The report also quotes the German So- 
cial Democratic leader, Herbert Wehner, as esti- 
mating that illegal trade amounted to 70 per cent 
of the legal trade with Eastern Germany alone. 
That would give more than 50 million dollars 
yearly of illegal interzonal trade.3* 

Today, 15 years later, it is not possible to do 
more than report these estimations. No basis for 
any "more certain" figures exists, and all that can 
be said is that the amount of illegal trade in West- 
ern Germany seems to have been considerable, 
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and the endeavours to stop it rather futile during 
the first years of the embargo policy.*5 


5. The reasons for the early conditions 


There are at least three reasons for the discrepan- 
cies in Western Germany between the strictness 
of the formal embargo regulations and the laxness 
of its implementation up till approximately the 
turn of the years 1951/52. 

First, the embargo policy in general was a new 
device, the form of which had not found its defi- 
nite stability. The U.S. pressure was much op- 
posed in Western Europe. The West Europeans 
simply refused to undertake the severe interfer- 
ence with traditionally free trade channels which 
were required for an efficient embargo policy. 
This general situation affected the West German 
situation, with its many special problems, includ- 
ing the longest European land-frontier between 
communist and non-communist nations in the 
middle of the old Reich, and the traditionally 
most important free ports for transit trade to, 
from and within Eastern Europe. 

Secondly, the general difference between West- 
ern Germany and the U.S.A. on the means to 
achieve reunification—a large or a small trading 
volume—played its greatest role at this time. 
"The German people have never been willing to 
regard the separation of the Soviet zone from the 
German Federal Republic as permanent. They re- 
fuse to regard trade across the zonal boundary as 
*foreign' trade, and, as a consequence, it has been 
difficult to get this commerce under effective con- 
trol. This appears to have been recently ac- 
complished. In part, this has been due to the ac- 
tions of the Russians in closing all but a half 
dozen zonal border-crossing points ..."39 As we 
have seen, the application of the embargo lists 
also to the interzonal trade was dictated to the 
West Germans, who accepted it most reluctantly. 
The heavy fall in interzonal trade in 1951, by 
half of West German exports and by almost two 
thirds, in imports, as officially reported, must 
have been largely influenced by this Western dic- 
tate. However, as all forceful actions call forward 
open or suppressed opposition, the West German 
government may well have closed its eyes to the 
many means of continuing trade while taking it 
out of statistics. 

The third reason for the West German early 
embargo disorder, making it easy for the govern- 
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ment to evade the full effects of the formal rules, 
is probably to be found in differences over Ger- 
man economic policy between the three Western 
occupation powers. Such differences were repor- 
ted, e.g. in the account of the formation of the 
Tripartite Export Controls Committee, inside of 
which it was said that “agreement between the 
three western elements has not always been sub- 
stantial” and “United States officials report that 
many proposals advanced by them in the tripar- 
tite bodies have been vigorously opposed by the 
British and the French."57 While the occupation 
powers quarrelled among themselves, the East- 
bound German trade could partly continue. 

There are good reasons to believe that those 
points which gave rise to intra-Western differences 
in the Tripartite Committee were those American 
demands which had the double nature of laying 
down legal restrictions in Western Germany on 
traditionally free trade methods, such as transit 
trade and free ports, and, at the same time being 
able to be used as precedents for future American 
demands for similar controls in other West Euro- 
pean nations. 


HI. THE "MILITANT NEUTRALS"38 


1. The general problem of “cooperation” 


The Cocom embargo would have been inefficient 
had the two neutral nations of Sweden and Swit- 
zerland not been brought into the arrangement in 
one way or another. Both of them were industria- 
lized and had escaped the devastation of war. 
Thus, around 1950, in spite of their smallness, 
both were potential suppliers of essential develop- 
ment goods in the military as well as in the pri- 
vate sector. Being neutral, they could not for- 
mally cooperate with Cocom, and as they recei- 
ved no U.S. aid, the normal aid pressure had no 
effect. Other arrangements had to be found. They 
seem to have been threefold: 1) creating sanctions 
for non-cooperation on the economies of the two 
countries, 2) creating sanctions for the private 
business interests concerned and 3) direct nego- 
tiations.39 

One of the consequences of the Korean War 
was an acute shortage of many raw materials. In 
order to handle the shortages, the United States 
and its allies in the beginning of 1951, set up a 
number of committees for different raw materials, 
so-called "International Materials Conferences,” 


which were to allocate the materials available be- 
tween nations in the Western world.4° This alloca- 
tion process was used as a negotiation weapon 
against the two neutral nations, who for their 
own economic development were strongly depen- 
dent on imported raw materials. It was diploma- 
tically indicated that they might not be able to im- 
port what they needed, if they did not follow the 
Cocom rules. This was the sanction influencing 
the policy behaviour of the two governments. 

The Western powers also operated directly on 
the business interests concerned.4! This was 
mainly handled by the American embassies, which 
informed companies in the neutral nations of re- 
levant Cocom regulations and hinted that any 
breach of these regulations would affect their eco- 
nomic relations with the NATO nations and 
might put them on the "blacklists" of the De- 
partment of Commerce. Íf a company was put on 
this blacklist it might lose much of its trading 
possibilities with the United States. According to 
one report, the first European importer who was 
refused export licences from the United States be- 
cause it had transshipped chemical goods, in- 
cluded in the American Positive List, to Czecho- 
slovakia, was a Swiss company, Paul Wormser & 
Co., in Zürich.*? Most of the advanced technology 
that these countries potentially could export was 
produced by companies which had their main ex- 
port in the Western markets, with the communist 
nations taking only a small share of the total; 
which were dependent on raw material imports 
from the areas regulated by the International Raw 
Material Conferences; or which in some cases had 
important investments in Cocom countries. Thus 
the U.S. representatives had a good bargaining 
position. 

The direct U.S. interference by embassy per- 
sonnel—which has been reported from all over 
Western Europe!3—on the economic life of these 
countries was contrary to normal diplomatic rules 
of good behaviour. On at least one occasion, a 
trade official at the American embassy in Stock- 
holm has been quietly asked to leave the country 
mainly because of his too intensive pressure on 
Swedish business.** 

The result of the pressure on the private com- 
panies was that the Swedish Foreign Office could 
negotiate a trade agreement with an East Euro- 
pean country in which they included Cocom- 
goods in the list of expected Swedish exports, 
well knowing that the private company in ques- 


tion would not accept any orders for these goods 
if it would harm its interests too much.f5 It is 
questionable to what extent the Soviet Union was 
deceived by these methods. They well knew that 
"Restrictions on exports ... were also introduced 
in Belgium, Italy, Sweden and Switzerland, etc.’4® 

The Cocom powers also took up direct nego- 
tiations with the two neutral governments, for 
instance in the middle of February 1951,11 when 
the French ambassador in Stockholm and the 
British ambassador in Berne presented a number 
of new proposals to the neutral governments, on 
behalf of the three main Western powers.!8 


2. Switzerland 


In Switzerland the main problem was the transit 
trade. Earlier Western proposals had been met 
by two Swiss regulations, instituting a certain con- 
trol over the transit trade, and also an import- 
export certificate, showing that goods imported to 
Switzerland were intended for use in the 
country.4® But these regulations were not consid- 
ered to be severe enough, and in the middle of 
February 1951, representations were made in 
Berne by the main Cocom powers, demanding 
that Switzerland also stop the export of domesti- 
cally produced commodities, which would not 
have been granted transit permission. The U.S. 
side pointed to the "principle of substitution" 
used by the U.S. licensing authorities, meaning 
that the U.S. did not grant export licences for e.g. 
machinery to a nation that exported similar home- 
produced machinery to the Eastern bloc.5° The 
new Western commodity-allocation committees 
evidently were also used as an argument for why 
it would be in the Swiss interest to cooperate. 
Switzerland was invited to participate in one of 
them, the one for sulphur, but hesitated to ac- 
cept, according to a high Swiss Foreign Office 
spokesman on February 23, because it was not 
clear if the new raw materials organization would 
pursue only economic or also political ends.5! 

The result of the Western pressures on Swit- 
zerland was a decision in the Bundesrat on April 
26, 1951 to extend export controls under a new 
law.52 On the basis of this decision some 500 
Swiss commodities were placed under export li- 
censing controls from June 18, 1951.53 

In the Swiss sources referred to, the authors 
are careful to point out that these steps do not 
violate Swiss neutrality, and that they were taken 
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independently of any foreign pressure or Ameri- 
can desires. In one source a special principle of 
neutral behaviour was also invoked, justifying the 
Swiss actions. It stated that “Switzerland must 
avoid all actions ... that are likely to give assist- 
ance to one of the sides of the potential war- 
makers, thwarting the policy of the other side."5* 
If this is intended to mean that neutral nations 
have any legal obligation to participate in block- 
ades or political trade warfare in peacetime, the 
principle should, indeed, be questioned. 

However, it seems as if the American side was 
still not quite satisfied with the Swiss measures 
taken in April. In July 1951, it was reported that 
the Swiss had refused to submit to U.S. pressure, 
and continued to trade with the communist na- 
tions on the principle that “important goods may 
be exported to the East, if in exchange critical 
goods are delivered from the East, for instance 
coal from Eastern Europe against ball bearings 
from Western Europe”, a principle that was 
claimed valid for all of Western Europe.55 

In August of 1951, the U.S.A. had also refused 
to extend the validity of a number of export li- 
cences for export to Switzerland. These denials 
were said to harm the internal Swiss economy, 
and in order to improve the situation, the Swiss 
had to give in to American pressures. In an oral 
agreement between representatives of the Swiss 
government and Mr. Harold F. Linder, Deputy 
Assistant Secretary for Economic Affairs in the 
State Department, it was agreed that the Swiss 
would implement the new laws in such a way that 
their export of "primary strategic goods" to East- 
ern Europe would be cut down by two-thirds, 
(from approximately 25 million francs to 
8,385,000 francs), and to maintain the export of 
“secondary strategic commodities” at the actual 
level of approximately 65 million francs. These 
were evidently the conditions demanded by the 
Americans before they would grant the demanded 
licences.59 

It should also be noted that a specifically dif- 
ficult problem was the export of Swiss precision 
instruments, "well-sized for diplomatic bags", as 
a diplomat once expressed it. No formal regula- 
tions were likely to prevent the Soviet Union 
from getting these instruments, even if some extra 
risk-premium was added to the price. Relevant 
official trade statistics shows a fall by a few mil- 
lion dollars in this group after 1950,57 but we 
have no assurance that this is not an example 
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where there is a discrepancy between actual and 
registered trade. 

Towards the end of 1952, Mr. Battle visited a 
number of European nations, including Switzer- 
land but not Sweden, in order to study the em- 
bargo controls, In the report from the trip he sta- 
ted that he was "convinced that in every country 
which I visited the government has established a 
comprehensive system of export controls designed 
to keep strategic materials from being shipped to 
the Soviet bloc, and that each government is try- 
ing to make the system work."58 There is nothing 
to indicate that this statement was not intended 
also to cover Switzerland. 

In the summer of 1954, another Swiss-Ameri- 
can agreement was said to have been reached by 
which the Swiss agreed to cut down some of their 
trade with China. The Swiss had long tried to 
withstand the United States' pressure, but were 
threatened by American reprisals in case of non- 
cooperation.59 


3. Sweden 


As has been mentioned, Dag Hammarskjóld par- 
ticipated in the early discussions which led to the 
formation of the CG-Cocom arrangement. As the 
representative of neutral Sweden, he could not 
agree to full participation in it. It has, however, 
repeatedly been stated by well-informed diplomats 
that he concluded some Kind of gentlemen's agree- 
ment with the Cocom group. This agreement 
is reported to contain a declaration of intent from 
the Swedish side concerning the rules which the 
Swedish government intended to apply on the ex- 
port and transshipment of goods included in the 
Cocom lists, and in return for this declaration 
a promise from the American side to limit the 
activities of U.S. diplomats in Stockholm in this 
field. In a meeting of the Swedish government 
in the middle of January 1949, some principles 
which later guided Swedish official behaviour 
were decided upon. It was firmly stressed that 
Sweden must retain full discretion in the formal 
handling of the embargo procedures. The answer 
to the proposals delivered by the American Em- 
bassy in Stockholm should, however, contain a 
clause from the Swedish side that the Swedish 
government would receive the embargo lists as 
information material and give them due regard 
in the negotiations for new trade agreements with 
East European nations as well as in the granting 


of export licences. In order to evade any prob- 
lems with section 117 (d) of the Marshall Aid 
law, it was also decided that all imports financed 
by credits from the European Recovery Program 
would be reserved for domestic use, and that spe- 
cial checking possibilities should be offered the 
Americans. 

An indication that the Soviet Union was well 
aware of these attempts to gain Swedish coopera- 
tion in the embargo policy was given in a Tass 
report from Moscow as early as in March 1949. 
In this report it was said that Moscow had ob- 
served with great indignation that the United 
States had put economic pressure on Sweden de- 
signed to limit Sweden's trade with Eastern Eu- 
rope. It was also reported that the United States 
had put pressure on Sweden by unfair competi- 
tion on the European market directed towards 
the elimination of Sweden from this market un- 
less Sweden complied with the American dic- 
tates, 00 

In Sweden the formation of Cocom was fol- 
lowed by a decree on general export controls a 
few weeks before the outbreak of the Korean 
War in June 1950.!! The decree gave the govern- 
ment discretionary licensing powers. The main 
American intention was at this time to restrict 
Swedish shipments of iron ore, special steel, and 
ball bearings. 

In late 1950 a Czechoslovakian trade delega- 
tion came to Stockholm, and the day before the 
delegation was to see the Swedish Foreign Minis- 
ter, the American, British and French ambassa- 
dors in Stockholm made a representation to the 
Foreign Minister, asking him to refuse the one 
million tons of iron ore and the ball bearings 
that the Czechoslovaks were to ask for. The Cze- 
choslovakian delegation, however, after long ne- 
gotiations, got most of what it wanted.?? Accord- 
ing to a Czechoslovakian participant it was the 
foreign minister, Ósten Undén, who withstood the 
Western pressure, while his collaborators were 
more cautious. ® 

In February 1951, the American Embassy in 
Stockholm made a not too concealed diplomatic 
threat. It issued a note in which it informed the 
press that Sweden had been invited to participate 
in the International Materials Conference, in the 
committee for tungsten and molybdenum. This 
piece of information was coupled with another 
one, saying that the U.S. government had regu- 
larly kept Sweden informed about its efforts to 


control the exports of strategically important ma- 
terials, a problem that recently had become even 
more serious.94 This joint information was inter- 
preted as a conscious pressure that if Sweden did 
not cut its strategic exports to the East, it would 
not get the necessary imports from the West.% 

In early 1951, Sweden was also asked to cut 
down its export of iron ore to Eastern Europe. 
This was difficult, both with regards to its neu- 
trality and to its partial dependence on the im- 
port of some Eastern goods, e.g. Polish coal and 
coke. Thus the export to Poland was, by and 
large, continued, and in a trade protocol with the 
Soviet Union in 1951, both iron and steel were 
included.06 

In February 1951, Dag Hammarskjóld was ap- 
pointed Deputy Foreign Minister. This was in 
some quarters interpreted as a special move to 
handle the complicated situation in the Swedish 
economy between East and West.?? In June 1951, 
the Swedish licensing regulations on exports were 
extended to a new range of goods. Officially it 
was said that the new regulations were motivated 
only by the international supply situation.08 

The problems in connection with Swedish ex- 
port of ball bearings were handled directly be- 
tween the Americans and the SKF, the Swedish 
world-wide ball bearing company. SKF was in- 
formed about the relevant Cocom regulations, and 
followed them comparatively strictly. During the 
latter part of the Second World War the allies had 
asked SKF to stop shipping ball bearings to Ger- 
many, promising that the SKF property in Ger- 
many would be restored to the Swedish company 
if they stopped this export to Germany.®® This 
was agreed upon, and the good relations between 
SKF and the Western powers created by this deal, 
had according to an SKF-manager, more or less 
created a moral obligation to follow the Cocom 
rules. Formally, this was done by refusing East 
European orders, claiming that the production ca- 
pacity was fully booked. In the scarcity climate 
of the Korean boom, this claim had some verisi- 
militude, but a spokesman for SKF has stated that 
the Eastern European negotiators frankly said 
they did not believe, but had to accept, the argu- 
ment.7° According to an SKF company estimate, 
the business foregone was very small, perhaps one 
percent of the Swedish production. As markets 
in the West moreover could easily be found, the 
ball bearing embargo never meant a great eco- 
nomic loss to SKF.?! 
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Let us finally note a couple of recent reports 
which to a certain extent corroborate Swedish co- 
operation in the early Cocom policy. In late 
1962, when a Swedish association to the Euro- 
pean Common Market was discussed, the Bonn 
correspondent of a big Swedish newspaper report- 
ed that one of the problems was that Sweden 
must understand that if the EEC decrees a partial 
embargo on trade with the communist countries, 
e.g. in response to a new Berlin crisis, Sweden 
must collaborate in such a policy. The reporter 
continues: "If this problem will be solved 
through a written obligation for the neutrals or 
if it will become a tacit understanding, is a prob- 
lem for the future, according to Bonn. There are 
also past examples where Sweden quietly has fol- 


lowed similar directives. When NATO during the 
Korean War drew up extensive lists of goods for- 
bidden for export to the Eastern bloc Sweden 
joined in an informal and quiet agreement."7? Dur- 
ing the EEC debate in Sweden in 1967 a promi- 
nent spokesman for the Federation of Swedish 
Industries also wrote that the Swedish foreign 
trade policy also earlier had been guided by poli- 
tical considerations: "We have, for instance, 
rather carefully followed the embargo rules of the 
Western alliance directed against the Eastern na- 
tions . , ."74 

The negotiations and the regulations of the two 
neutral nations have been presented above. In 
chapter 14 their trade development will be trea- 
ted. 


Chapter Seven. Reactions in Eastern Europe 


I. INTRODUCTION 


A basic fact is that the East European nations had 
little influence on the formation and the execu- 
tion of the embargo policy. One may perhaps say 
that they could only react to the policy, but not 
affect it. Inside Eastern Europe the Soviet Union 
dominated the bloc during the entire first em- 
bargo period. The East Central European nations 
found their external economic relations increas- 
ingly squeezed between the Western embargo pol- 
icy on the one hand, and the Soviet bilateral de- 
mands on the other. 

The Soviet response to the embargo policy had 
mainly two forms. On the one hand it sought to 
influence the West Europeans to keep the restric- 
tions down as much as possible; on the other, it 
had to find ways and means to circumvent those 
restrictions that did come into existence. 


H. EARLY EAST EUROPEAN REACTION 
TO THE EMBARGO POLICY 


The communist nations could not sit idly by and 
just look upon the embargo developments in the 
West. They had to react, and they did. These re- 
actions will be treated in chapter 15, especially 
those connected with the internal Eastern eco- 
nomic adaptation to the facts of the embargo 
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policy. In the initial stage of the policy, however, 
several Eastern endeavours were made to influ- 
ence the Western policy formation. 

The main fora for the Eastern attacks on the 
embargo policy were the United Nations bodies 
and Gatt, where Czechoslovakia had been a con- 
tracting party from its origin. Let us illustrate the 
Eastern attempts to check the policy with one of 
the first U.N. debates on the subject and with the 
discussions in Gatt and ECE. 


1. U.N. General Assembly 


During the U.N. General Assembly session as 
early as in the fall of 1948 the Polish delegate, 
Mr. Modzelewski, accused the United States Gov- 
ernment in a long speech! on November 2. Af- 
ter an introduction about general principles of 
discrimination, defining it as e.g. refusals to ex- 
port "undertaken arbitrarily, unilaterally, and in- 
dependently of any economic considerations ..." 
the Polish delegate attacked the United States em- 
bargo regulations, requiring licences for all ex- 
ports to Europe, and showed that they were di- 
rected against Eastern Europe. 

Discussing the motives of the American policy, 
Modzelewski pointed out that they obviously 
were of a political nature. "The fact was that the 
United States Government refused to grant ex- 


port licences for those countries of which it dis- 
approved because of internal policy or because 
their foreign policy did not fit into the framework 
of the expansionist plans which characterized pres- 
ent United States policy." The effects of this 
discriminatory policy were that export licences to 
Poland had been refused for about seventy com- 
modities representing a total value of 10 million 
dollars. On more than one third of these commo- 
dities the contracts were duly signed by Polish 
importers and down-payments had been made. 
Mr. Modzelewski especially stressed that these 
commodities were not of a military nature, as they 
included items such as synthetic resin, radio 
lamps and ball-bearings. 

Mr. Modzelewski further pointed out that the 
United States government, with the help of sec- 
tion 117 (d) of the Economic Cooperation Act of 
1948 “tried obstinately to extend those discrimina- 
tory measures to other countries ... That policy 
was worse than discrimination. The United States 
was taking advantage of its economic situation 
in the world in order to force other countries to 
adopt the same discriminatory measures, even 
against their own interests .. .". 


2. Gatt 


In Gatt, in May 1949, the Czechoslovakian dele- 
gate, Mr. Augenthaler, gave a similar argumen- 
tation, trying to show that the United States had 
broken the Gatt-rules in their relations with Cze- 
choslovakia, by introducing the embargo policy.? 
Having stressed the political motives behind the 
United States actions, Mr. Augenthaler estimated 
that commodities for approximately 27 million 
dollars now were blocked in the United States 
factories and warehouses. These were non-mili- 
tary commodities such as equipment for milk pro- 
duction, electrodes, electric bulb wire, aluminium 
folios for 92 dollars, X-ray tubes, enamelled cop- 
per wire, enamelled sets for pharmaceutical manu- 
facture, equipments for mines, etc. Both these 
commodities and those mentioned by Mr. Modze- 
lewski illustrate the limited nature of the early 
embargo measures. 

As his main point of attack, Mr. Augenthaler 
then chose the United States efforts to achieve 
cooperation with Western Europe in the field of 
export embargo. He said that it was known that 
the United States had handed over to other coun- 
tries the "famous secret lists, A and B, the exist- 


ence of which nobody had denied", that the 
United Kingdom had introduced similar restric- 
tions to the American ones, and that a French 
parliamentarian had said that the French govern- 
ment recently proposed to follow the example of 
the United States and the United Kingdom.? 


3. ECE 


The third main forum for the communist attacks 
against the Western embargo policy was the Eco- 
nomic Commission for Europe in Geneva, where 
the Eastern delegates constantly raised the ques- 
tion of the American discrimination in all sessions 
where this could be done. The argumentation was 
essentially the same as shown above, stressing the 
political objectives of the discrimination, its viola- 
tion of all conventional and traditional foreign 
trade rules and practices, the American pressures 
on the West European governments against the 
self-interests of these governments, and the harm- 
ful effects on the trade between Eastern and West- 
ern Europe.* 

The themes indicated above were voiced time 
and again in almost all contexts where Soviet and 
East European delegates attended international 
economic conferences. The Eastern accusations 
were either met by silence, evasions, or especially 
from the American side, by flat denials that the 
export controls had any political purpose. The 
United States delegates kept repeating that the 
United States had nothing against East-West trade 
"jn peaceful goods" but had to control some ex- 
ports for “security reasons." 


4. Western communist parties 


In this context one question should be put for- 
ward. In the West, all communist parties were 
often considered to be the obedient servants of 
Moscow. It could be expected that the Soviet 
Union through intensive propaganda by the do- 
mestic communist parties in Western Europe 
would have tried to counteract the secrecy around 
Western cooperation in the embargo field, thereby 
making the operation more difficult. No evidence 
has been found that such propaganda actually was 
made. On the contrary, in the 1955 debate in the 
Danish parliament,5 the communist party leader 
stated that for several years he had known no- 
thing about the existence of Cocom. Asked why 
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the communist parties did not coordinate the pro- 
paganda against the Cocom-arrangement, he said 
*... even if the Soviet Union already since 1950 
knew about the organization, it is not certain that 
it had informed the communist parties; in this 
respect the communication was often very bad". 
This statement may well be the correct answer to 
the question raised, even if it goes contrary to 
the exaggerated Western beliefs about the diabolic 
perfections with which all the parts of the com- 
munist movements were coordinated from Mos- 
cow. 


5, The Supreme Soviet 


Finally, reactions to the Battle Bill and its pre- 
decessors also appeared inside the Soviet Union. 
In the summer of 1951 the Soviet Parliament took 
a resolution in which it summarized all the un- 
friendly actions of the United States with respect 
to trade and economic relations. It continued by 
proposing to the United States President and Con- 
gress that all discriminatory measures should be 
removed and a pact of non-discrimination entered 
into. The U.S. response was the enactment of 
the Battle Act. 


III. MOTIVES FOR SOVIET REACTION 


If the Soviet attempts to affect the formation of 
the embargo policy by and large failed, it could 
at least react to the policy, as an established fact, 
in a way which made the best out of a given situa- 
tion. In order to understand the Soviet reaction 
which followed, we can summarize the motiva- 
tions for them under four headings. Illustrations 
of Soviet counteractions will be given in chapters 
8 and 9. 


1. Economic self-interests 


As in Western Europe a main motive for the 
Soviet reaction was probably economic self-inte- 
rest. The trade restrictions no doubt gave some 
trouble to the country and also to the members of 
the bloc. Especially, it became more difficult to 
Obtain the new Western technique which could 
contribute to the modernization of Soviet indus- 
try, particularly in the sectors with some connec- 
tion to military production. These effects were 
not desired, and the Soviet Union from the be- 
ginning tried to counteract them. 
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2. Leninist analysis 


Even if the Soviet Union could not take any prac- 
tical steps to influence the formulation of the em- 
bargo policy directly, it seems to have found reas- 
surance in the Marxist-Leninist analysis of the 
capitalist competitive struggle. According to this 
analysis, which was clearly spelled out by Lenin 
when the Western nations laid an embargo on 
trade with Russia right after the 1917 revolution, 
the attempts to organize a common Western ex- 
port embargo against the communist countries 
were futile. It was doomed from the beginning, 
as the competitive struggle both between nations 
and between competing commercial interests 
would break down the policy from within, in the 
fight for the Soviet market. This was an inevitable 
historical process due to the inherent tendencies in 
the Western system.? 

A speech by Kamenev from 1921 may illu- 
strate the dogma: “... can we save and develop 
our economy without the help of foreign capital? 
... Our answer is no. ... But we are convinced 
that the foreign capitalists, who will be obliged to 
work on the terms we offer them, will dig their 
own grave... ."? 


3. Seeds of disunity within the West 


It is well-known that even if the realization of 
some tendencies in the capitalist system, according 
to Marxist analysis, are historically inevitable, 
the communists take every chance to speed up the 
fulfillment of the prophecies.!? This was also the 
case in the embargo. The East European nations 
have deliberately tried to create suspicion and dis- 
trust among the Western allies by telling the same 
story in every Western country, namely that they 
could buy the forbidden goods from the compe- 
titors in other countries.!! 

According to many political analysts in the 
West, one long-time Soviet policy is to try to 
split up the Western alliance,!? and it is probable 
that the creation of intra-Western suspicions with 
respect to the embargo policy, was a good means 
by which the Soviet Union could further such an 
aim. George F. Kennan has said that the "stand- 
ard components" of Soviet success are "one part 
Soviet resourcefulness and singlemindedness of 
purpose; two parts amateurism, complacency and 
disunity on part of the West".!? The embargo 
policy may well be considered as a case of "ama- 
teurism" creating disunity in the West.!1 


4. Internal use in the East 


Finally it is conceivable that the Soviet Union un- 
der Stalin used the embargo policy for internal 
purposes in the bloc, The embargo was partly a 
reason to tighten the grip over the smaller com- 
munist nations, and it could also partly be used 
as a scapegoat for any kind of internal economic 
hardship. 

This internal use of the embargo policy may 
from the Soviet point of view during the late 
Stalin period, have been highly welcomed. Jt 
is even conceivable that Stalin attached greater 
importance to these cementing effects in the bloc 
than to the small economic loss which the em- 
bargo may have caused. This is a proposition 
which is hard to prove, but which often has been 
advanced in interviews. It should, however, be 
noted that the discriminatory embargo policy was 
officially used to motivate both the creation of 
Comecon in 1949, and the creation and strengthe- 
ning of the new socialist world market, as de- 
scribed in an important booklet by Stalin in 1952, 
quoted in chapter 2, section II: 3. 


IV. EASTERN ORGANIZATIONAL 
REACTION 


An interesting question is how the East European 
countries reacted to the embargo policy in their 
organizational handling of foreign trade. The 
question has two aspects, the export and the im- 
port side. 


1. An Eastern counter-embargo 


Did the communist nations set up an organiza- 
tion corresponding to CG-Cocom? The answer 
seems to be that we do not know for sure, but 
that existing evidence points to a negative answer. 
Nowhere in the Eastern or the Western literature 
is the existence of such an organization reported 
or described. In interviews with East European 
trade officials it has also been consistently denied 
that they have any Eastern Cocom. The statement 
by Frederic Pryor, who says: "Speaking of propa- 
ganda, it seems somewhat strange that the Eastern 
counter-blockade against the West is never men- 
tioned by the West. For example, DDR econo- 
mist Rudolf Brauer ... reminded the CMEA Bloc 
members to be more careful in their prohibiting 
of exports of strategic value to the West,"!5 can 
rather be read as evidence that an Eastern Co- 
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com, with identical national export lists, did not 
exist. 

The existence or non-existence of an Eastern 
Cocom-organization is, however, of little rele- 
vance for judging whether or not the Eastern na- 
tions have conducted a corresponding export em- 
bargo policy. The legal presumption in the West 
is that any individual may undertake any foreign 
trade transaction that is not forbidden by law. 
Thus any trade restraining policy needs special 
legislation, and if it is to be harmonized interna- 
tionally, it needs some kind of communication 
and bargaining organization, such as Cocom. The 
legal presumption in the East is that all foreign 
trade actions which are not explicitly permitted 
are forbidden. Thus an export embargo can easily 
be handled within the normal communist foreign 
trade monopolies. The tight connections between 
the political leaders in Eastern Europe in the early 
fifties, as well as the economic coordination pos- 
sibilities inside Comecon also made a special em- 
bargo-organization unnecessary. 

Trade statistics also indicate that the commu- 
nist nations have used their trade monopolies to 
organize an export counter embargo. In the Soviet 
propaganda it has often been pointed out that the 
Soviet Union has exported to the West goods 
which were on the Cocom-lists.!8 In a few cases 
this can also be shown to have been true. For in- 
stance, in the very beginning of the American 
embargo the Soviet Union not only continued to 
ship chrome and manganese to the American steel 
industry for a time in 1948, but it even increased 
its deliveries of these two commodities, which by 
Western definitions were strategic. In 1949, how- 
ever, the deliveries were decreased substantially, 
at the same time as the United States, together 
with Canada, promoted the production of manga- 
nese in South Africa.| Still in 1950, however, 
the Soviet Union continued some export of chrome 
and manganese to the United States.18 When trade 
statistics are scrutinized, however, as they are in 
chapter 14, it clearly reveals that in some of those 
commodity groups which were considered to be 
of high strategic importance in the West, the ear- 
lier small streams of both Soviet and East Central 
European exports disappear completely between 
1951 and 1956. The existence of a Czechoslovak 
government directive implying a strategic counter 
embargo was also reported by an American dele- 
gate to ECE in March 1952.1? In view of the 
magnitudes involved, with much more Eastern im- 
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ports than exports disappearing in these commo- 
dity groups, this export policy should perhaps not 
primarily be interpreted as an attempt to inflict 
hardship on the Western nations. It is more likely 
that the disappearing export commodities, due to 
the Western policy, had a high domestic value as 
substitutes for the extinguished imports. 

The Soviet possibilities to counteract the em- 
bargo were not to be found in the directly stra- 
tegic commodity groups, but in refusing to export 
grain and timber. As has been shown in chapter 
4°0 the Soviet Union also insisted on making its 
deliveries of these goods to England conditional 
upon the availability of British and Common- 
wealth goods for Soviet import. This certainly is 
part of an explanation for the British refusal to 
follow the U.S. proposals of embargoing the ex- 
port of natural rubber in the early 1950's. When 
the embargo policy was at its peak, the Soviet 
Union in 1953 also severely cut down its deliv- 
eries of grain to Britain, thus aggravating the 
British dollar shortage.?! 


2, The Eastern import channels 


Even less is known about the other side, about 
the Eastern organization for continuing the im- 
port of Western goods in violation of the Cocom 


intentions. 
According to one source, two parellel organiza- 


82 


tions were used to handle these import problems. 
First, the work of the regular commercial coun- 
sellors and trade missions attached to communist 
embassies abroad was intensified with a view to 
breaking through or circumventing the Western 
restrictions. Secondly, Moscow established a spe- 
cial secret purchasing committee in Berne. This 
committee in the early 1950's was headed by a 
“Secret Service Colonel, Sergei Grigoryevich 
Zheleznov—also known under his aliases of Smir- 
nov, Lensky, Fender, Briand, etc.” The Berne 
committee, which had unlimited financial funds, 
was said to meet every second Sunday to sanc- 
tion contracts with illegal operators. This source, 
The Traitor Trade by Bernard Hutton,?* is gen- 
erally not very reliable, but in this case the in- 
formation given corresponds well to stories told 
by Western businessmen in illicit trade, who in 
several interviews have spoken about a myste- 
rious organization in Berne, sometimes also with 
a special bank in Zürich, which handled the fi- 
nancial transactions. 

We cannot judge to what extent these stories 
are true, but from the official Western complaints 
about the large and continuous circumvention of 
the embargo principles, we can draw the conclu- 
sion that the East European nations did succeed 
in organizing and financing this illicit trade in a 
way which was acceptable to the Western busi- 
nessmen who were involved. 


Part III. The Fall of the Embargo Policy 


Chapter Eight. Reasons for the Crumbling of the Policy 


I. INTRODUCTION 


In part II we described the establishment of the 
embargo policy, its institutions, regional exten- 
sion, and different attitudes towards it. It has 
already in passing been mentioned that the policy 
was revised downwards in 1954. But the change 
in East-West trade came earlier, in the second 
half of 1953 when West European export to East- 
ern Europe rose from 335 to 447, and the import 
from 393 to 521 million dollars in comparison 
with the first half of 1953.! In this chapter the 
reasons for this change and for the crumbling of 
the policy in 1953-54 will be described in more 
detail. In chapter 9 a description will be given 
of how this crumbling took place. 

The reasons for the change in the embargo 
policy, as revealed in the legal-administrative 
changes in 1954, can be summarized under three 
different headings. First, the general political cli- 
mate in the Cold War underwent some change. 
Secondly, the general economic conditions spurred 
a development towards more East-West trade. 
Those were reasons originating outside of the em- 
bargo policy, affecting the setting in which the 
changes took place. But, thirdly, an important rea- 
son for the changes also came from the policy it- 
self, insofar as the West European governments 
now considered that the experiences had proved 
that the embargo was, by and large, a failure. 
Also in the United States it was realised that the 
extension of the control lists had "reached the 
point of diminishing returns."? The embargo at- 
tempt had, by itself, revealed the correctness of 
the negative position, which the West Europeans 
all along had advanced against the U.S. policy. 
Now it was time to adjust to reality, and aban- 
don a policy partly created by unrealistic, emo- 
tionally influenced hopes about how a potential 
enemy could be brought to his knees. Cold eco- 
nomic logic, now considered to be revealed by 
actual events, thus brought about political pres- 


sure inside the Cocom institution, which resulted 
in important administrative changes in the em- 
bargo policy. 


II. POLITICAL REASONS FOR THE 
CHANGES IN 1953 


There are at least three, partly interrelated, gen- 
eral political facts which had an indirect impor- 
tance for East-West trade in 1953: changes in- 
side the Soviet Union, easing of international ten- 
sions, and the stalemate in power relations. 


1. Changes in the East 


Stalin’s death on March 5, 1953, created uncer- 
tainty and a desire for relaxation not only inside 
the Soviet Union, but also in the West, where it 
opened up new hopes for a change in the Soviet 
policy.3 Several signs, however, indicate that Sta- 
lin's death was not the turning point in the softer 
Soviet policy towards the West, which came in the 
middle of the 1950's. As early as in October 1952, 
at the 19th Party Congress, the later strategy of 
"peaceful coexistence" was clearly sanctioned. 
This opinion is also strengthened by observations 
in the beginning of February 1953, when the So- 
viet Union had made several moves intended to 
show their desire for more trade with the non- 
communist world. They accepted the proposal for 
East-West trade talks in ECE. They were more 
active at an ECAFE meeting in Bandung, and 
they tried to stimulate trade with Argentina. 
These three moves were reported one month be- 
fore the death of Stalin. According to Marshall 
Shulman's interpretation? Stalin responded to the 
unification of the West, including the emerging 
policy of West German rearmament, by changing 
his policy of overt bellicosity, trying to create an 
atmosphere of relaxation of the international ten- 
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sions in order to remove the stimulus to Western 
cohesion and mobilization. As weapons for this 
new “fragmentation” drive, Stalin tried to use 
“nationalism, the peace issue, neutralism, trade, 
and other forms of collaboration with elements of 
the bourgeois."® 


2. The truce in Korea 


The international tensions also eased, when, after 
extended negotiations, the war in Korea was 
brought to an end on July 26, 1953. Almost 
exactly one year later, on July 21, 1954, the ar- 
mistice for Indochina was signed in Geneva. 
These events marked the end of “shooting” hostili- 
ties between the two blocs, and contributed sig- 
nificantly to the willingness of Western political 
leaders to improve also commercial relations with 
the communists. 

There were, however, a few exceptions. Sena- 
tor McCarthy, who had his most influential period 
at this time, warned in a report signed on July 21, 
1953 that “It should be emphasized also that 
when and if a Korean truce is signed, it is a truce 
and nothing more than that. Until we have peace 
in the Orient, we and our allies should not relax 
our vigilance so as to allow an upsurge in trade 
which would enable the Communists to repair and 
rebuild their war machine".* Furthermore, two 
weeks before the signing of the Korean armistice, 
the foreign ministers of the U.S.A., the U.K. and 
France agreed that the armistice should not auto- 
matically change the embargo regulations against 
China.8 


3. Power stalemate in Europe 


During 1953 there was also a growing realization 
in the West that the power relations between East 
and West had stabilised and that the existing re- 
gional division of Europe had to be accepted as a 
basic data for international politics. The inaction 
of the West in connection with the riots in Eastern 
Germany was a sign that the West was not willing 
to risk a war in order to change the East-West 
borders in Europe. More important, however, was 
the explosion of the first air-borne H-bomb, which 
was achieved by the Soviet Union on August 9, 
1953, only eight months after the first American 
H-bomb. 
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III. ECONOMIC REASONS FOR 
THE CHANGE IN 1953 


1. The economic recession 


In 1952-54 an economic recession occurred 
which caused an increased interest throughout 
Western Europe for new markets. One of the main 
potential markets was the Soviet Union and the 
East Central European nations. In Chuthasmit's 
treatment of the 1954 revision, these pressures for 
new markets form the main explanation for the 
shortening of the lists. This may be an exaggera- 
tion, but the recession undoubtedly played a role in 
the development.? 

Equally important may be the fact that in 1953 
the Marshall programme ended. Some U.S. aid 
continued to flow to Europe, especially military 
aid, but the threat of the Battle Act to withdraw 
U.S. aid seriously diminished in bargaining value. 


2. Soviet trade moves 


Following its traditional policy of "exploiting 
contradictions in the capitalist camp"!9 the Soviet 
Union consistently tried to increase the interest of 
West European businessmen in the Eastern mar- 
ket. By offering to buy large total quantities of 
goods from the West, on the precondition that 
some of the materials on the Cocom-lists also 
could be purchased, and by promoting a natural 
distrust between the different national groups of 
competitors, some success undoubtedly followed.11 

These attempts were highlighted already under 
Stalin. In April of 1952, the so-called Moscow 
Conference was held,!? during which immensely 
large orders were said to have been placed by the 
communists with private Western businessmen.18 
As the Western governments were not able or 
willing to respond to this pressure by relaxing the 
embargo regulations, little increased trade came 
out of this show, which at the time attracted very 
great interest in Western newspapers and business 
magazines. It was denounced as sheer propaganda 
by Western governments.!! In Britain a Special 
British Council for the Promotion of International 
Trade was set up in order to effectuate the trade 
agreements allegedly reaching a value of 16 mil- 
lion pounds. The tone of the press comments 
can, however, be illustrated by two quotations 
from the Economist: "The planners of policy in 
Moscow are well aware that nothing has recently 
evoked such illfeelings against Britain in America 


as real or alleged British trading contrary to the 
principle of withholding supplies from the Soviet 
bloc's war potential, and that nothing would ex- 
acerbate this feeling so much as British nibbling 
at the kind of bait dangled before an export- 
questing Britain at the Moscow economic con- 
ference.” The participants were described as "a 
number of irresponsible members of parliament 
and private individuals, ranging from befuddled 
philanthropists to out and out fellow travellers, 
(who) had the gratification of describing them- 
selves as the British ... delegation and consti- 
tuting themselves the high contracting parties to 
trade agreements worth, on paper, millions of 
pounds."15 

In late 1953 and in early 1954, after the death 
of Stalin, there were further signs that the So- 
viet Union tried to improve East-West trade, not 
only for itself but for the whole of Eastern 
Europe.!? One of the most spectacular offers was 
made to a group of British businessmen, now 
sponsored by the Board of Trade, who visited 
Moscow on February 4, 1954. Then the Soviet 
Union proposed to buy from Britain for approxi- 
mately 4.5 billion rubles!” during the period from 
1955 to 1957. The offer was made on the con- 
dition that an equal value of Soviet goods was 
bought by Britain, and implicitly that the strate- 
Bic lists were substantially cut. The Soviet offer 
specified its willingness to buy 300 million dollars' 
worth of forging and pressing equipment and ma- 
chine tools, all goods which were included in the 
embargo lists.!8 

The Soviet and East Central European trade 
offers were combined with anti-embargo propa- 
ganda of a usual type. The Eastern spokesmen 
tried to play off one Western country against the 
other by telling both businessmen and officials in 
each nation that if they did not want to sell to 
the communists, this did not matter much, as it 
was quite possible to find these goods in some 
other West European nation (or, more recently, 
in Japan) where they were less strict in enforcing 
the embargo regulations. It is impossible to esti- 
mate the substance of this argument, which is 
likely to have been exaggerated, but which prob- 
ably partly did exist and partly was created by the 
argument itself. But it is undeniable that it did 
have some effect on West European businessmen 
and their spokesmen in government circles. In the 
beginning of 1954, for example, the argument 
was raised time and again in the British Parlia- 


ment, where it was said that some goods that Brit- 
ain refused to sell could be had on the conti- 
nent by the communists, for instance, machine 
tools from Sweden and Switzerland and diesel en- 
gines from Western Germany.!? The same feel- 
ings were also found in Germany,? and in 
France, in June 1953, Le Monde asked: "Should 
Mr. Battle still dictate the answers of France to 
the commercial proposals from the East?"?1 

The force of this Soviet argument is likely to 
have been strengthened by the fact that the West- 
ern cooperation on the embargo controls was 
kept secret.?? As late as the end of February 1954, 
it appears that several interested members of the 
British Parliament did not know if Western Ger- 
many and Denmark were members of the 
groups.?3 This secrecy prevailed also in other na- 
tions, creating a lot of uncertainty, and giving rise 
to suspicions everywhere that if “we” forego an 
order, the trading opportunity will only pass on 
and be taken up by one of our less scrupulous 
allies in the West. And the government agencies, 
who may have known better, could not speak. 


3. The ECE consultations 


The Eastern eagerness to trade, combined with 
the revived Western interest in this trade, was 
complicated both by the lack of communication 
through the “Iron Curtain” and by the prevail- 
ing bilateralism. In this context it was of para- 
mount importance that one channel of commu- 
nication which had been kept open during the 
worst days of the cold war, was at this time revi- 
ving its endeavours in the East-West trade field. 
This was the Economic Commission for Europe, 
ECE, which in April of 1953 and April of 1954, 
held a new form of consultation for trade exten- 
sions. The essence of this form was a series of 
simultaneous bilateral negotiations between repre- 
sentatives from both the East and West European 
member states. The results of these negotiations 
can be differently estimated, but that they make 
up one of the most important explanatory fac- 
tors behind the timing of the turn of the trade 
development between Eastern and Western 
Europe cannot be doubted.?* 

The technique for these two consultations was 
an innovation, designed to circumvent the ordi- 
nary difficulties of open conferences. The essen- 
tial facts about it were that all "interested" gov- 
ernments participated; that the representatives of 
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the governments came, not as official delegates 
but as trade specialists appointed to the Execu- 
tive Secretary; that all publicity was excluded 
from the talks and no minutes were taken; that 
no collective decisions were taken, or even de- 
manded; and that all responsibility rested on the 
Executive Secretary. These safeguards guaranteed 
the business-like atmosphere of the consultations 
and excluded the usual propagandistic quarrels 
between the two sides. 

In ECE’s own summary of the activities of the 
organization it is pointed out that almost imme- 
diately after the 1953 consultations East-West 
trade began to show a rapid increase, reversing 
the downward trend which had existed since the 
war. “Although it is not possible to ascribe this 
result to the consultation, a number of experts 
who attended reported to the Executive Secretary 
that substantial increases in their trade were trace- 
able to the contacts made at the first consulta- 
tion",?5 Chossudovsky, the special assistant to the 
ECE Executive Secretary, claimed that "a whole 
series of important trade agreements, as e.g. be- 
tween France and the Soviet Union, were conclu- 
ded on the basis of the Geneva talks . . .”.28 

The activities of the ECE can also be evalua- 
ted in another way. It can be claimed that they 
resulted in two main trends, first that they helped 
East-West trade to expand as far as was possible 
inside the given political limitations, and secondly, 
and more interesting from our point of view, that 
they may have helped to decrease the extent of 
these political limitations. 

Without changing the actual political limita- 
tions for the East-West trade, the ECE frame- 
work may have assisted the expansion of the trade 
in three ways. First it provided a meeting place 
where all political propaganda was abolished and 
the meetings were held in a practical spirit. Sec- 
ondly, the simultaneous bilateral talks opened up 
the possibility to introduce some degree of mul- 
tilateralism in the trade. Thirdly, the circle of 
participating countries was wider than in any 
other international body, as by its terms of refe- 
rence. ECE could and did invite non-members of 
the United Nations, e.g., the two Germanies. In 
the 1954 consultations, e.g. the economic relations 
between Yugoslavia and the rest of Eastern 
Europe vere re-established. 

The ECE-consultations may also have directly 
affected the 1954-revision of the embargo lists. 
As the long-term American delegate to ECE, Te- 
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soro, has expressed it, the consultations were 
"whetting the appetite" of the Europeans. The 
increased. knowledge about the possibilities for 
large orders and great profits may have induced 
the West European governments to press the Uni- 
ted States harder than if the ECE consultations 
had not taken place. This may actively have con- 
tributed to the overall level of the 1954 down- 
ward revisions of the lists. But it may also have 
contributed to the structure of this revision, as the 
West European governments may have gained 
some knowledge from the Geneva consultations 
about the desired imports on the Eastern side, and 
about which items removed from the embargo 
lists that might have the greatest effect on the 
expansion of East-West trade.?? 


IV. THE FAILURE OF THE 
EMBARGO POLICY 


The most important reason for the crumbling of 
the embargo policy in the middle of the 1950's 
was probably the revealed failure of the earlier 
attempts. By 1953 it had become evident that the 
embargo policy could not produce those effects 
which its most ardent supporters had hoped for. 
This failure was, however, not admitted by a 
number of politicians in the United States, who 
continued to advocate the harshest possible em- 
bargo policy. A somewhat curious debate inside 
the United States, in which some Congressmen 
attacked the U.S. Administration for being soft on 
communism in its actual trade policy, without 
ever inquiring into the realistic possibilities of 
conducting another and more efficient embargo, 
dates from approximately this time. In spite of the 
experience which should have been gathered dur- 
ing the last 15 years, this type of accusation 
still continues in 1967.28 

The word failure implies, of course, a value- 
statement. The basis for it is to be found in a 
number of effects, or rather non-realized effects, 
of the embargo policy. These can be summarized 
under economic, military and political effects. 


1. Economic effects 


It is difficult to quantify the effects of the em- 
bargo policy in the economic sphere. Some at- 
tempts are, however, made in the fourth part of 
this book. In the present chapter only the main 
effects will be indicated in non-quantitative terms. 

By 1953 it had, first of all, become obvious 


that the embargo policy had not succeeded in 
decreasing East-West trade substantially. Neither 
the political will nor the technical possibilities to 
do so had been found. Trade between the United 
States and Eastern Europe had virtually disap- 
peared. Trade between Eastern and Western 
Europe had, however, continued even if it had, 
between 1949 and 1953, stagnated and even shown 
a slight fall in absolute value. As the rest of world 
trade expanded briskly, this meant a sharp de- 
crease in the small relative importance of East- 
West trade in total world trade. Trade between 
Eastern Europe and the underdeveloped part of 
the world had at this time not yet started to any 
appreciable extent. Thus, the embargo spokesmen 
could claim that the policy had prevented an in- 
crease in East-West trade in Europe, but hardly 
anything more. Besides, suspicion was widespread 
that a great amount of illegal trade, perhaps 
more than the normal trade? took place, which 
never entered the official statistics. 

Secondly, even if this prevention of a trade in- 
crease forced the East Europeans to undertake an 
unfavourable reallocation of economic resources 
and also created some disadvantageous terms of 
trade movements, these economic costs to the 
communist nations were of small importance in 
their total combined economies. At this time the 
Soviet Union still did not publish any reliable 
statistics, and the scholarly computations of the 
Bergson type in the West were not yet available. 
Thus it was impossible to quantify the magni- 
tudes involved, but it seemed obvious that they 
were of a negligible order. These costs could in all 
probability also be compensated for from other 
sectors, especially from the consumption sector, 
and thus did not necessarily imply a decreased 
rate of growth in those sectors which had the 
greatest importance for the East-West power bal- 
ance. It seemed also reasonable to believe that 
such sectoral reallocations were much more mo- 
tivated by the general development of the Cold 
War and the increasingly expensive military tech- 
nique, than by the embargo restrictions. The main 
assumption which can be used in order to claim 
that the embargo actually slowed down the 
growth of the heavy industrial sectors in the So- 
viet economy is that Stalin, due to the general de- 
velopment of the Cold War and in the absence 
of any embargo policy, would in any case have 
Squeezed all other sectors to the possible maxi- 
mum. 


Thirdly, the West Europeans now could show 
that the costs of the embargo policy were not 
only hurting the Soviet Union but also Western 
Europe. At this time the "dollar gap" was a 
pressing problem, and it was severely aggravated 
by the need to import food and raw materials 
from the dollar area, when these goods, in the ab- 
sence of the embargo policy, could have been had 
from Eastern Europe. The West Europeans in 
1954 also got support for these complaints from 
the Randall Commission, which in its Staff Papers 
estimated "that the net dollar cost to Western 
Europe of maintaining trade restrictions against 
the bloc was of the order of 100 to 200 million 
dollars a year."3t 

The Americans sometimes tried to answer these 
arguments against the embargo by saying that had 
the West Europeans cooperated efficiently, East- 
West trade in Europe would have developed as 
in the United States, that is, disappeared, and 
then the Soviet economy would have been more 
seriously hurt. The dollar gap, they could claim, 
had little to do with the embargo. The commu- 
nist nations would not have been able to export 
more than they did under any other circumstan- 
ces, because on the one hand they had a policy 
of autarky, and on the other the exportable ag- 
ricultural surplus had disappeared due to the pol- 
icy of agricultural collectivization. 


2. Military effects 


The West European side could also argue that 
the embargo policy not only had proved to be a 
failure but also had had some undesirable mili- 
tary effects. 

It could be pointed out that in spite of an em- 
bargo policy as extensive as was politically 
feasible, and in spite of this embargo having been 
specifically devised so as to prevent the Soviet 
Union from being able to produce atomic weap- 
ons, the Soviet Union had been able to catch 
up with the United States in modern weaponry 
technique. This notwithstanding the embargo on 
such products as generators and copper, highly 
necessary also for the production of the Bomb.3? 
The American A-bomb was first exploded in 
1945, the Soviet in 1949, that is, with an interval 
of four years. The H-bomb was exploded by both 
countries with only a few months between. 

It was, of course, possible to claim that the cost 
of producing the Soviet bomb had been much in- 
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creased by the Western embargo policy. But in 
any case, the essential conclusion was that irre- 
spective of costs, the embargo had not been able 
to prevent the Soviet Union from producing the 
number one thing which the United States had 
wanted to prevent, and also produce it at an im- 
pressive speed. 

Furthermore, it could be argued that the em- 
bargo actually was counter-productive from the 
Western military point of view. 

At this time the international embargo lists 
were secret, although much of their content was 
believed to be known to the Soviet Union. West 
European refusals to grant export licences, for 
instance, gave a good indication, and Soviet intel- 
ligence may also have contributed. It could be 
said that this information actually helped the So- 
viet military planners. When a commodity was 
placed on the Cocom lists this was a good indi- 
cation that it had some kind of a direct or indi- 
rect strategic importance, which should make the 
Soviet planners extra eager to find out about it, 
or to start domestic production of it. 

The importance of this argument, even in the 
opinion of American Congressmen, was clearly 
indicated when a Congress committee in 1956 
criticized the British publication of the interna- 
tional lists in the Board of Trade Journal in 
1954.33 

If only short-term considerations are taken, and 
if it is assumed that a threat of imminent war 
exists, then there may be a good argument for 
a complete break in trading relations. This way 
of thinking may have played some role in the pol- 
icy during the early years. if an imminent danger 
of war does not exist, however, it can be claimed 
that the embargo not only helped the Soviet mili- 
tary planners in the above mentioned way, but 
that it actually forced the Soviet Union to build 
up a militarized economy. Soviet industry had to 
be built up to a point of self-sufficiency in all 
sectors of the slightest military importance where 
this was at all possible. From a long-term point of 
view this meant that the Soviet economy became 
even more invulnerable to economic pressure in 
possible later crises. Perhaps it also turned the 
long-run balance of military power to the Soviet 
advantage. 

It is difficult to ascertain whether the long- or 
the short-term view dominated the early embargo 
policy. The West Europeans clearly intended the 
embargo measures to be a short and restricted 


defensive action. This defence aspect was espe- 
cially important during the first year of the Ko- 
rean War, when many people feared that it might 
escalate into World War III. The American side 
is much less clear. In the second Battle Act Re- 
port, for instance, signed by Averell Harriman on 
January 16, 1953, it is stated in one passage that 
"It should be understood clearly, here and 
abroad, that security trade controls, like some do- 
mestic controls, are a temporary emergency meas- 
ure . ..", but in another passage, where long-range 
trade measures are discussed, it is stated that "the 
problem here is basically one of removing the eco- 
nomic necessity of the free world to export stra- 
tegic goods to the bloc. This involves essentially 
the development of a long-range plan for the de- 
velopment of new sources of supply for the goods 
imported from the bloc, and new markets in the 
free world so as to provide foreign exchange with 
which to pay for such imports."?* American prac- 
tice has clearly shown that it was the latter of 
these two intentions which was followed. 


3. Political effects 


The political effects of the embargo can be ob- 
served in three areas: 1) between East and West, 
2) between the Soviet Union and East Central 
Europe, and 3) between the United States and 
Western Europe. In 1953 it was difficult to note 
any favourable effects in any of these areas. 


A. Between East and West 


It was impossible to claim that the embargo pol- 
icy had improved the relations between East and 
West. It was, on the contrary, an added irritation 
to the already very strained relationship, an extra 
turn of the deteriorating vicious circle of events 
in the Cold War.35 Neither could it be claimed 
that this added strain had been compensated for 
by a resulting change in the balance of power be- 
tween the two contesting sides. Stalin had made 
no concessions whatsoever which could be traced 
to the embargo. 

The charge has been made for this period 
"that American leaders had no vision of peace 
beyond the collapse or defeat of Soviet power 
.."36 The embargo policy may support this 
statement. The desire to sever as many relations 
and contacts as possible with the Soviet Union 
does indicate that the Americans hoped to achieve 
a Soviet collapse, after which the Russians would 


come and beg for renewed trade relations, now 
on American conditions. The West European po- 
litical leaders?" on the other hand, realized that 
such a complete victory was very unlikely. Now, 
when the U.S. way had been tried for some years, 
in vain, they wanted to revitalize relations and 
contacts with the East, thereby trying to influence 
the evolution of the communist system. It was 
easy to argue that if a strong belief in the via- 
bility of the "free" and democratic Western sys- 
tem really existed, then the West need not fear 
contact with the East. The American restrictions 
on intercourse with the communist areas, not only 
on commerce, could be interpreted as a sign of 
weakness, a sign of doubt in the inherent strength 
of the Western system. 

By 1953-54 the West Europeans had become 
convinced that no complete victory could be 
gained over the Soviet Union, short of an atomic 
war, and that it was necessary to find a common 
basis for coexistence with the communist nations 
in the East. One of the avenues open was interna- 
tional trade and the improved contacts and un- 
derstanding which was thought to go with trade. 


B. Within Eastern Europe 


It was widely believed in the West that Stalin de- 
sired to unite the East European area into a 
closely coordinated unit under his own domi- 
nance. It was also widely felt that the Western 
embargo policy actually helped him to achieve 
this end. Gunnar Myrdal has, for instance, stated 
that "... there can hardly be any doubts that in 
this period ... the policy led by Stalin intended 
to achieve not only a strong increase in the mu- 
tual trade between the Eastern countries, but also 
a stagnation or a retardation in the trade with 
the Western nations ... The policy of export 
prohibitions from the Western side then came ex- 
ceedingly conveniently as a strong contributing 


force and also as a defence for this isolationist 
striving in Stalin's policy."?5 Myrdal stressed that 
the motivation behind these Stalinist policies was 
a desire to avoid the Western contacts and in- 
fluence in East Central Europe that come with 
trade. 

Thus the Western policy up till 1953 may have 
actually contributed to Stalin's successfully reali- 
zing one of his policy aims. It is of interest to note 
that in some of the interviews for this book with 
East European politicians and economists this 
point was emphatically given as the most impor- 
tant effect of the embargo policy. 


C. Between the United States and 
Western Europe 


Neither can it be denied that the embargo policy 
caused a lot of friction inside the Western al- 
liance, as was clearly indicated in chapter 4. By 
1953 the West European leaders had come both 
to lose confidence in the wisdom of the U.S. 
foreign policy in this field, and to dislike the 
methods by which the American politicians tried 
to enforce this policy against the will and interests 
of the European allies. The later polycentrism 
also inside NATO, may in part be traced back 
to the intra-Western quarrel over the embargo 
policy.2° The American spokesmen, however, still 
did not want to admit the seriousness of this con- 
flict and preferred to talk about “misunderstand- 
ings”. The following statement by the U.S. Sec- 
retary of Commerce, Sinclair Weeks, was typical: 
“Charting the right course in the deadly serious 
economic contest between East and West requires 
the greatest wisdom and ingenuity that our pol- 
icymakers can muster. From a national security 
standpoint, this whole business of East-West trade 
and trade restrictions has caused a great deal of 
misunderstanding not only here in the United 
States but among free-world countries as well".19 


Chapter Nine. The Withering Away of the Cocom Embargo after 1953 


I INTRODUCTION 


For the reasons stated in the last chapter, the 
West Europeans desired a sharp decrease in the 
Cocom embargo restrictions, which would make 
possible an increase in East-West trade. From late 


1953 till 1958 the West European governments 
deliberately conducted such a policy. It resulted 
in an important downward revision of the Co- 
com-lists in 1954, several minor list revisions in 
1955-1957, the abolishing of the special Chin- 
com-regulations in 1957 and another major list 
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revision in 1958. From 1958, the Cocom-lists have 
undergone yearly revisions of the goods still lis- 
ted. As these goods after 1958 have almost ex- 
clusively been of a character that most partici- 
pants have agreed were of real “strategic” im- 
portance, the intra-Western difficulties concerning 
the Cocom-lists have lessened. Some such difficul- 
ties do, however, still exist. 

In the present chapter we will follow this 
withering away of the Cocom-lists. 


]. PRESSURES, PREPARATIONS AND 
NEGOTIATIONS FOR THE 1954-REVISION 


1. Pressures 


From the middle of 1953 we can observe how 
pressure was built up in Western Europe for chan- 
ges in the heavy export restrictions, created by 
Cocom under U.S. pressure of the Battle Act type. 
In October 1953, the Economist, for instance, 
wrote that “American legislators seem to have 
a genius for inventing the most awkward, embar- 
rassing and unworkable laws. Representative 
Battle’s Mutual Defence Assistance Control Act 
of 1951, is an outstanding example ..."! In Feb- 
ruary 1954, there was much commotion in the 
British Parliament regarding the changes in East- 
ern Europe, to the recent Soviet trade offers, and 
to the fact the “fascist” nations like Spain and 
Egypt got more favourable treatment than the 
Communists. The interest of the British govern- 
ment in improving East-West trade was clearly 
revealed in several statements.” 

In late 1953 and early 1954 the Coordinating 
Committee was also mentioned publicly. On No- 
vember 12, 1953, the President of the Board of 
Trade, for the first time after four years of ac- 
tive Cocom-cooperation, informed the British Par- 
liament “that the International Consultative 
Group Co-operation Committee, of which the 
United Kingdom is a member-State, consisted of 
representatives of the Governments of the United 
States, Canada, Japan, Belgium, the Netherlands, 
Luxembourg, France, Italy, Denmark, Portugal, 
Western Germany, Norway, Greece, Turkey and 
the United Kingdom. The Group was essentially 
an informal consultative body without executive 
authority, and the Co-ordinating Committee and 
the China Committee were component parts of 
in 

In June 1954 a British government spokesman 
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in Parliament also maintained that "there was 
no formal international agreement" about the ex- 
port control policy against the Soviet Union, but 
that it was only the policy of the Government, 
"to operate security controls in conjunction with 
other friendly governments."* When asked in Par- 
liament about the policy against China, the British 
Government, however, did not refer to the Chin- 
com-cooperation, even in 1954, but preferred to 
motivate their actions with the U.N. resolution 
of May 1951.5 

Protests were heard also on the European con- 
tinent. Le Monde, on June 16, 1953, published 
a blistering criticism of the United States embargo 
policy,? and the Italian business paper, 7} Sole, in 
August 1953, demanded a revision of the Battle 
Act on the ground that it restricted Italy's ex- 
ports of perfectly harmless products to Eastern 
Europe.? 

In Germany the Bundestag, as early as May 6, 
1952, had demanded that the West German gov- 
ernment "strive for an internationally uniform 
reduction of the restricted lists."8 The execution 
of this demand is said to have been vigorous 
during 1953 and early 1954, In February 1954, 
Dr. Bender, the Chairman of the Foreign Trade 
Committee in the West German parliament, sta- 
ted that trade with the East was "lebensnotwen- 
dig" for Western Germany, and that the embargo 
regulations were completely out of date.? 

Finally the Council of Europe held a debate 
on East-West trade policy in May 1954 about sev- 
eral pertinent questions, including "Has the em- 
bargo not now lost its value as a result of the 
changes in Russian policy, and is all that is left 
of it just a policy of pin-pricks, which is scarcely 
calculated to diminish tension?"!? The embargo 
mentality was, however, not completely dead. La- 
ter in the year, after the Cocom revision, the Con- 
sultative Assembly of the Council of Europe also 
adopted a recommendation to improve East-West 
trade relations, but within a coordinated Western 
policy.!! In this recommendation a section about 
the embargo policy was proposed, but dropped in 
the final version. The dropped part read as fol- 
lows: 


"... if any Eastern country is guilty of an act 
of aggression, an embargo should be considered 
on all direct and indirect trade with that country 
except in vital medical supplies."12? 

The United States also had some trouble with 


the embargo-cooperation outside Europe. In Sep- 
tember, 1953, there were rumours that Chile plan- 
ned to sell 100,000 tons of copper to the Soviet 
Union and other communist countries and that 
the United States had great difficulty in prevent- 
ing this sale.13 


2. Preparations 


As a preparation for the negotiations, which poli- 
ticians and officials realized would be forthcom- 
ing, the existing embargo lists were studied and 
reviewed towards the end of 1953 in both the 
United States!* and Britain, as well as in other 
countries, Not very much was publicly said by 
people in responsible positions but the newspapers 
continued to carry rumours about what was likely 
to come.!5 The official silence was dramatically 
changed by Prime Minister Winston Churchill on 
February 25, 1954, in a speech in Parliament 
on German rearmament. Churchill spoke of the 
necessity for using every channel of communica- 
tion with the communist world that could be used 
in an age of mutual nuclear threats. He said that 
even "a decade of cold-war bickerings punctua- 
ted by vain parlays ... would be preferable to the 
catalogue of unspeakable and also unimaginable 
horrors which is the alternative", 

In speaking about the East-West commercial 
relations Churchill clearly sided with those who 
considered trade to be a peace-promoting agent: 


"There is one agency, at any rate, which 
everyone can see, through which helpful contacts 
and associations can be developed. The more trade 
there is through the Iron Curtain and between 
Great Britain and Soviet Russia and the Satellites, 
the better still will be the chances of our living 
together in increasing comfort. 

When there is so much prosperity for every- 
body round the corner and within our reach, it 
cannot do anything but good to interchange mer- 
chandise and services on an increasing scale. The 
more the two great divisions of the world mingle 
in the healthy and fertile activities of commerce 
the greater is the counterpoise to purely military 
calculations. Other thoughts take up their place in 
the minds of men. 

Friendly infiltration can do nothing but good. 
We have no reasons to fear it and if Communist 
Russia does not fear it, that, in itself, is a good 
sign. I was, therefore, very glad to read of the 
measure of success which attended the recent vis- 


its by British businessmen to Moscow. I do not 
suggest that at the present time there should be 
any traffic in military equipment, including cer- 
tain machine tools such as those capable only or 
mainly of making weapons and heavy weapons. 
But substantial relaxation of the regulations af- 
fecting manufactured goods, raw material, and 
shipping,—which, it must be remembered, were 
made three or four years ago in circumstances 
which we can all feel were different from those 
which now  prevail—a substantial relaxation 
would undoubtedly be beneficial in its proper set- 
ting, bearing in mind the military and other argu- 
ments adduced. We are examining these lists and 
will discuss them with our American friends".!9 


3. Negotiations!? 


Immediately after this speech, which had been 
well prepared by the Board of Trade, the British 
government informed the government of the Uni- 
ted States about the details of the desired relaxa- 
tion of the control system. It was quickly de- 
cided that a joint review of the existing lists 
should take place inside Cocom. Cocom needed, 
however, some policy guidance. This was given 
to it by a meeting of the Consultative Group on 
April 13-14, 1954. C.G. had on this occasion not 
met since May 1953. The C.G. session was pre- 
ceeded by a meeting of representatives for the 
three big Western nations in London on March 
29-30, indicating the predominant role they 
played in the Cocom-cooperation.!8 

At this latter meeting the Foreign Operations 
Administration Director, Harold Stassen, the Pre- 
sident of the Board of Trade, Peter Thorney- 
croft, and the Secretary of State of Foreign Af- 
fairs, Maurice Schumann, agreed to a statement 
that they had found a "wide area of agreement", 
and that the scope of controls should be narrowed 
"substantially".!9 

After this initial agreement a long series of 
meetings took place, multilaterally inside Cocom, 
in Iuly inside the C.G., and bi- or trilaterally on 
a higher policy plane, between especially the Uni- 
ted States, Britain and France. On July 13, Thor- 
neycroft, after a visit by himself, Churchill and 
Eden in Washington, during which the embargo 
policy was discussed, reported to the House of 
Commons that "progress has been slower than 
we would have wished, and this has been due in 
part to certain differences of view between us and 
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the United States Government".?? One of the main 
obstacles to the conclusion of the negotiations 
was the continuing warfare in Indochina, When 
a cease-fire was signed in Geneva on July 21, it 
was also possible for the negotiators of the strate- 
gic controls finally to come to an agreement. It 
was decided that the new lists which had been 
drawn up should come into effect on August 16, 
1954.21 


HI. THE RESULTS OF THE 1954 REVISION 


There were four main results from the 1954 re- 
vision. The embargo lists used against the Euro- 
pean part of the communist world were substan- 
tially shortened. What remained of them became 
subject to stricter implementation controls. It 
was also agreed that the old embargo lists were to 
be continued in the trade with China, and, fi- 
nally, Britain, unilaterally, decided to publish an 
embargo list. 

Of these results, the first has in the official U.S. 
versions been presented in such a way that im- 
plies a concession on the part of America and 
the second and third as balancing items from 
the European side.?? 

The shortening of the strategic embargo lists 
was certainly a concession by the American side, 
which was pressed upon it by European insistence. 
If the American government had not agreed to 
a revision, it is not inconceivable that the whole 
system of concerted Western action in this field 
might have broken up, with for the U.S. undesired 
consequences for both the development of East- 
West trade, and, more important, for the unity of 
the Western alliance. Furthermore, there are in- 
dications in the 1956 hearings that the United 
States Administration agreed to a relaxation on 
between 50 and 100 more "items" than they ori- 
ginally had considered wise.*! Out of 450 items of 
strategic significance which had been controlied 
before the revision, approximately 200 were down- 
graded or otherwise decontrolled.?5 

Whether or not the agreement to apply stricter 
enforcement controls was a genuine concession 
by the West Europeans is more difficult to tell. 
There had been many voices in Western Europe 
saying that the embargo lists should be short, well 
defined and strictly enforced. As we have indi- 
cated the earlier European lack of strict enforce- 
ment rules may have been consciously maintained 
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as a result of the too long lists pressed upon 
Europe by the Americans. But now that the lists 
had an appearance that was much more in line 
with European judgements, the governments 
could also agree to the stricter control measures 
which the Americans had long demanded. 

The extent to which stricter controls were 
agreed upon in the 1954 negotiations is not quite 
clear. As early as in April 1953, it was reported 
to Congress that the most important development 
during the past year “was the completion of a 
multilateral program to prevent unauthorized 
transshipment or diversion of strategic goods”. 
This seems very much to be the same that was 
said to be “a part of the revision package of 
July 1954."°6 The results of this package deal 
seem not to have been enforced until the begin- 
ning of 1955. From January 17, 1955, the Uni- 
ted Kingdom instituted new transshipment con- 
trols for all embargo goods passing through Eng- 
lish ports to the Soviet bloc, China and North 
Korea. Simultaneously, the other members of Co- 
com also instituted transshipment controls of the 
same kind. This was hoped “to stamp out the 
illegal trade in strategic goods, which, it is known, 
has been carried on in the past by devious and 
intricate transshipment of the goods through third 
countries."?7 

The retention of stricter controls against China, 
lastly, must be seen as a concession by the West- 
ern Europeans, albeit very temporary and tacti- 
cal. It was evidently necessary for the American 
Administration not to give in on this point 
as Congress here had very fixed and highly emo- 
tional ideas. The West European governments 
probably understood this, realizing that they 
would have a greater chance of success in the 
negotiations if they, for the moment, excluded the 
China issue.28 The decision to do so was taken 
as early as in March 1954, so as not to interfere 
with the negotiations about the other revisions.?9 
These "salami-tactics"39 were the easier to adopt 
as, on the one hand, the Indochina war was 
still going on during most of the negotiations, 
and, on the other, the situation that was created 
by excluding China from the revision was obvi- 
ously ridiculous and would have to be changed. 
The goods included in the so-called "China dif- 
ferential", that is, the difference between the list 
used against China and the new list used against 
the European communist nations, could be bought 
by China through the Soviet Union or East Cen- 


tral Europe. This obviously does not make sense, 
as the Western Europeans quickly pointed out to 
the Americans.3! 

To summarize, even if the outcome of the 1954 
revision had to be presented in the American 
official version as a balance of mutual conces- 
sions between the United States and Western 
Europe, a closer look at the facts seems to point 
to substantial American reductions of the em- 
bargo lists being balanced by some improvements 
in the enforcement system and a temporarily con- 
tinued status quo as regards the China issue. The 
system of strategic trade controls had clearly ta- 
ken a step back from the American Battle Act 
intentions, moving closer to the European con- 
tinuously held opinion, that the embargo should 
be confined to a purely military embargo and not 
be used as a weapon for economic warfare. The 
Financial Times summarized it in an editorial, 
saying that “What is important is that the deci- 
sions that have been reached establish the prin- 
ciple that the strategic controls are strategic con- 
trols and not an economic blockade."82 

Another result of the 1954 revision was the 
British unilateral decision to publish the British 
embargo lists. This publication took place in the 
Board of Trade Journal on October 16, 1954, 
and created much resentment in the United States 
Congress, where some members considered the 
information—now available for one shilling’3— 
to be highly classified.3! It gave the communists 
direct information on those goods that the West- 
ern experts considered to be of strategic impor- 
tance. Through this publication one of the Euro- 
pean arguments against the embargo policy was 
somewhat strengthened, namely that it would help 
the Soviet Union to concentrate on the produc- 
tion of important strategic commodities, making 
them more self-sufficient in these and thereby in 
the long run improving their military potential. 
The published British list included the strict em- 
bargo list and, without giving the amounts al- 
lowed for exports, the quantitative list, but leav- 
ing out the surveillance list.35 

According to an East European diplomat, the 
British decision to publish the embargo lists was 
much influenced by discussions between the Brit- 
ish delegates and some East European, particu- 
larly Czechoslovakian, delegates to an ECE meet- 
ing in 1954. The East European argument was 
that the autarkic tendencies inside the East, and 
thus the level of East-West trade, were strongly 


influenced by the uncertainty in the East of which 
goods were included in the lists. Much unneces- 
sary alteration in the East-West trade negotia- 
tions would also have been avoided if the Eastern 
nations had known what they should not expect 
from the West European nations. These argu- 
ments were accepted by the British delegates, who 
gave an informal promise to work towards the 
publication of the lists. 


IV. THE 1955 REVISION OF SHIPS 
AND STEEL ITEMS 


The West European nations were not completely 
satisfied by the revisions of the lists in 1954. 
They still considered the lists to be too extensive, 
and consequently they undertook a number of 
actions in order to undermine the American posi- 
tion. 

One of the problems that had not been solved 
during the 1954 revision was that of ships. While 
warships, tankers and certain other vessels were 
unanimously retained on the embargo lists, some 
European nations wanted to be able to export 
less important types of ships, such as freighters 
and fishing boats with limited speed and tonnage. 
No agreement could be reached by Cocom on this 
issue before August 1954, and the question “had 
to be deferred until fall", according to the Battle 
Act administrator.3& 

At the beginning of 1955 the French Cocom 
delegate once again took up the question of ships. 
He pointed out how ridiculous it was that the 
Cocom system provided Poland with an excellent 
protective wall behind which it could build up a 
substantial merchant marine and important ship- 
yards. He thus proposed that the restrictions on 
the export of ships to the communist nations be 
substantially reduced. In addition he suggested a 
relaxation of the controls over a number of steel 
items. In these proposals most of the other Euro- 
pean Cocom members immediately concurred, 
and Britain, West Germany and Japan gave 
strong active support. 

As a result of the French initiative, intensive 
discussions were held during most of 1955 in 
both the Consultative Group and in the current 
Cocom meetings? More than 150 individual 
commodities were carefully studied and in Octo- 
ber 1955, so much agreement had been found that 
the C.G. could order Cocom to smooth out the 
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remaining differences by itself, which it succeeded 
in doing.3s 

These negotiations resulted in a number of re- 
definitions in the embargo lists and an extended 
Possibility for the West European export, of ships 
in particular. 

According to Professor Fritz Baade, the West 
German shipping interests, mainly the government 
owned Howaldtwerke in Kiel, who wanted to sell 
big and fast fishing vessels to the Soviet Union, 
were the cause of particularly heated debates in 
Cocom.3* The Americans were very much against 
this proposal After some time, however, it was 
decided that the Germans could sell the ships if 
they were paid for in "strategic" goods from 
the Soviet side. Following a West German pro- 
posal it was also agreed that gold would be con- 
sidered as a strategic commodity for these pur- 
poses. This Cocom decision should be contrasted 
to a statement by one observer who says: "To 
be sure, one can imagine tvpes of trade-selling 
strategic goods for Soviet gold—where the real 
disadvantage could become one of major propor- 
tions." 1? 

As the shipping issue was recognized to be ex- 
tremely sensitive in the United States this revi- 
sion was, however, kept secret, and was not re- 
ported by the Battle Act administrator to Con- 
gress. Not until in the context of the 1958 revi- 
sion were these results made official. 


V. ABOLITION OF THE CHINA 
DIFFERENTIAL 


The policy on China will be treated separately 
in chapter 16. Here we will only note the severe 
conflict of May 1957, when the total system of 
export controls was jeopardized by a unilateral 
British decision to end the China differential, in 
spite of an American attempt to veto the action. 

The revision of the lists in 1954 applied, as has 
been noted above, only to the European Soviet 
bloc. China was excluded from the downward 
revision, with the result that the Chincom-list 
comprised approximately 200 commodity groups 
more than the Cocom-lists. As China could, and 
evidently did buy some of these 200 types of 
commodities from Eastern Europe, this policy 
can only be understood as a largely irrational ex- 
pression of a will to discriminate on the part of 
the Western nations. 

In 1956 the pressure in Western Europe to 


94 


change this policy, which was neither considered 
efficient nor wise, was steadily mounting. The 
American opposition to any relaxations on China 
was, however, very strong. lt is of interest to note 
in this context that the special 1956 Hearings of 
the Senate Permanent Investigations Subcommit- 
tee on the 1954 relaxations in the Cocom lists 
were initiated because Sir Anthony Eden, on a 
visit to Washington in late January and early Feb- 
ruary 1956, suggested that the embargo on trade 
with China should be relaxed.*! 

The China embargo issue was also mentioned 
in the joint declaration by Eisenhower and Eden 
after this important policy meeting. With respect 
to the aims of the China policy, i.e. to prevent 
Chinese aggression, the two statesmen were in 
complete agreement, but with respect to the 
means of imposing the embargo policy it was 
clear from what was said that they differed.*? 

A factual decrease in the China embargo came 
in the form of an "exception procedure" which 
was used in Chincom during 1956 and 1957.43 At 
the end of 1956 the question of abolishing the 
China differential was seriously taken up inside 
the Chincom-group.44 The negotiations were long 
drawn out, and reflected serious differences in 
judgement between the West European govern- 
ments and the United States. The Europeans only 
wanted to maintain an embargo which, at least in 
principle, could be defended as a militarily moti- 
vated strategic embargo. This was clearly not 
the case with the China differential. The United 
States, on the other hand, wanted the embargo 
policy to be directed to slowing down the eco- 
nomic development of China as much as possible. 
Besides there was also a conflict between the Uni- 
ted States and some of the West European na- 
tions, notably England, over the general policy to 
be conducted against China, and the two posi- 
tions maintained on the general policy line logi- 
cally led to the positions held on the embargo 
issue.45 

It soon became clear to the European side in 
the Chincom negotiations that the United States 
did not want to give in on this issue. This time 
it seems to have been not only Congress and the 
important China lobby that were the main ob- 
stacles. Mr. Dulles seems also to have been firm 
in his decision to treat China the hard way. To 
some Chincom delegates the American behaviour 
during the negotiations appeared almost absurd, 
and has been characterized as “wildly emotio- 


nal" and “filled with threats" in interviews with 
European participants. At one time during the 
negotiations the U.S. delegate proposed that a 
tightening of the controls on trade with the So- 
viet bloc would be a condition for freeing cer- 
tain items for export to China. That was firmly 
rejected by Britain.!? 

There was, however, a firm decision in the 
British government to change the policy, and no 
amount of American threats could stop it. When 
the negotiations did not lead to any acceptable re- 
sults, the British decided to go it alone. At the 
end of May 1957, probably on the 24th, the 
British Ambassador, who was in charge of the 
negotiations in Paris, phoned his colleagues and 
informed them that he would unilaterally “raise 
the banner of revolution”. Britain demanded an 
extraordinary session of Chincom on Monday the 
27th of May,47 and informed the delegates pre- 
sent that the United Kingdom was to abolish the 
China differential from June 5, 1957 and in the 
future apply only one list, the Cocom-list, to all 
the communist nations. This decision was warmly 
welcomed by the other West European delegates, 
some of whom had already had time to consult 
with their governments and thus at the same ses- 
sion could announce immediately that they would 
follow the British example. Within a few days it 
was also clear that all the European Chincom 
members would join Britain, in spite of the oppo- 
sition from the United States.48 The American de- 
cision to continue, in isolation, the policy of the 
China differential? now came to appear even 
more as a manifestation of irrational discrimina- 
tion. 

This is said to be the only single occasion on 
which a negotiated settlement has not been found 
to the many problems inside Cocom and Chin- 
com, and on which a West European nation uni- 
laterally has forced its will through by an open 
revolt. The surprising strength of the informal 
CG-Cocom-Chincom arrangement, without any 
sanctions in the West European legal systems, at 
least once demonstrated a point of weakness. A 
justification for this action was given by the Brit- 
ish Joint Undersecretary of State for Foreign Af- 
fairs later in 1957, when he said that Cocom 
"was an advisory body only, and Her Majesty's 
Government had at no time relinquished their 
responsibility for the United Kingdom's commer- 
cial policy towards the countries of the Eastern 
bloc."50 


VI. TWO MINOR ISSUES 


1. 1958 Revision of the Atomic Energy List 


According to an interview with a European dip- 
lomat who participated in the Cocom negotia- 
tions, there was a revision of the Cocom sublist 
of atomic energy materials in the beginning of 
1958.51 The evident Soviet development within 
the field of nuclear physics, combined with the 
beginning of international co-operation in this 
field both within the United Nations in the form 
of the 1958 Geneva Conference on atomic energy, 
and especially inside the International Atomic 
Energy Agency, which came into existence on 
July 29, 1957, had changed the circumstances 
surrounding the establishment of the very strict 
international embargo list of atomic energy ma- 
terials to such an extent that the West European 
nations now considered this list obsolete. 

The United States was very hard to persuade 
to accept any relaxations of the export restric- 
tions in the atomic energy list. However, after 
hard negotiations, and threats of unilateral Euro- 
pean actions, an agreement is said to have been 
reached in the beginning of 1958, which provided 
for a relaxing redefinition of some twenty items 
on this list. 

As in the case of the 1955 revision on ships 
and steel items, this relaxation of the atomic 
energy materials list, has, to my knowledge, never 
been reported to Congress in accordance with 
the proscriptions of the Battle Act. In a footnote 
to the report on the major 1958 revision the Ad- 
ministrator states that "Only minor alterations 
were made in the International Lists between 
1954 and the second major revision in 1958".52 
This may be considered as somewhat of an un- 
derstatement. 


2. Germany and Zonecom 


Another problem which should be mentioned, as 
it may have affected the general West European 
attitude towards the Cocom-cooperation, was the 
development of the intra-German trade, or the 
trade between the two German states. 

Formally the inter-zone trade was also subject 
to the Cocom-rules, but the West German en- 
forcement measures left much to be desired, ac- 
cording to some outside judgements. The West 
Germans also struck the sentimental chords of na- 
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tional unity with Eastern Germany in trying to 
obtain special exceptions in Cocom. For instance, 
in 1958 the West Germans after long debates got 
permission to ship a large amount of copper 
sheets to Eastern Germany, for the alleged pur- 
pose of roofing an old German church. It was 
felt by several French and British officials con- 
cerned, that Germany had an advantage over the 
other Cocom-members as they could use the so- 
called inter-zone trade to circumvent the rules of 
Cocom, and probably also did so. 

The dissatisfaction with the existing state of 
affairs was so great in several Cocom-nations, 
notably England and France, in late 1957 and 
early 1958, that Cocom decided to set up a spe- 
cial investigation committee to deal with this 
problem, by some named Zonecom. Nothing is 
known about its work, or about changes in the 
Cocom policy due to it. 


VII. THE 1958 REVISION OF 
THE EMBARGO LISTS 


1. The background 


In 1958 came a second main revision of the em- 
bargo lists. From one point of view the 1958 re- 
vision can almost be regarded as a final revi- 
sion in the economic warfare, as the Cocom pol- 
icy hereafter, with few exceptions, was concen- 
trated on commodities which by all participants 
were considered to be properly “strategic”. Thus 
the American desire to put obstacles in the way 
of Soviet and communist economic growth has, 
after 1958, influenced the Cocom embargo policy 
only to a limited extent. Some quarrels over this 
problem were, however, heard as late as 1966. 

The considerable industrial, scientific and tech- 
nical progress achieved by the Soviet Union in 
the post-war period and most clearly demonstra- 
ted to the world by the first Sputnik in 1957, 
led to new pressures from Western Europe to re- 
lax the restrictive Western trade policy. 

The Soviet progress has been achieved in spite 
of a Western policy designed to slow down this 
development, and it had been most rapid in those 
sectors where the Western embargo efforts had 
been the greatest. The West European govern- 
ments considered the embargo policy in its Ameri- 
can form as a failure, and they did not want to 


96 


continue with it. On the other hand, they were 
still willing to try to put restrictions on those 
commodities which they judged to be of direct 
strategic value, and where they recognized that a 
Western technological monopoly, temporary su- 
periority, or lead time would give some strategic 
advantage. 

In Britain the pressure for relaxation was built 
up as early as in 1956 when Bulganin and Khrush- 
chev visited England and said that—provided 
there were no trade restrictions—they could in- 
crease Soviet imports from England to some 800 
-1,000 million pounds between 1956 and 1960. 
In 1960 the actual import figure was 103 million 
dollars. Later in 1956 a specified commodity list 
was given, including many embargoed goods.53 
In May 1957, however, the United Kingdom gov- 
ernment "did not consider that the time had come 
for a comprehensive review" of the Cocom-lists 
yet.5 In November a review was foreshadowed55 
and from early 1958 the mounting interest for, 
and later in, the relaxation of the Cocom-rules 
can be followed in the British discussions.59 It is 
also of interest to note that the British pressure 
for a relaxation of the embargo lists in 1958, as 
in 1954, coincided with considerable decreases in 
the British gold and currency reserves.57 

In late 1957 also the American government 
realized that the European pressures were not to 
be withstood and prepared a complete reexamina- 
tion of the whole trade control system. The 
"preservation of free-world unity, and the main- 
tenance of an effective multilateral security trade 
contro| program" were the dominant principles 
according to which the American reexamination 
was undertaken.58 


2. The revision 


In early 1958 the negotiations began inside Co- 
com and on March 24, Cocom started "a de- 
tailed and exhaustive review of the 203 items that 
still remained on the embargo lists”.5® This re- 
view lasted for about three months and was 
filled with complicated technical discussions in 
which a great number of specialists from the Co- 
com-nations participated. Most of the items could 
be settled one way or another in this procedure, 
but on some commodities the conflict between 
mainly the United States and the West European 
governments could not be solved. Thus the Con- 


sultative Group with members on a ministerial 
level, had to meet in Paris on July 18-19. CG 
succeeded in reconciling most of the outstanding 
controversies, and the others were referred back 
to Cocom, with instructions on how to solve them. 
The compromise mostly followed the European 
proposals, and the revision was only “reluctantly 
approved” by the United States, where it was con- 
sidered to have “proceeded beyond what it (the 
United States) deemed wise".99 The American re- 
luctance was no doubt heavily influenced by the 
knowledge that this 1958 revision automatically 
applied also to China, because of the unilateral 
European actions of the preceeding year. 


3. The results 


The result of the 1958 revision was a new sub- 
stantial reduction in the internationally agreed 
embargo lists, a formal change in the construction 
of the lists, and an agreement that the policy 
should be more flexible in the future, with yearly 
revisions of the lists. 

There were no quantitative measures of the re- 
ductions given in the U.S. Administrator's report 
to Congress, but in an official British statement it 
was said that the number of items on the strict 
embargo list was reduced from 181 to 118 and 
that 25 items on the quantitative list were re- 
moved.?! A newspaper reported that Cocom 
"agreed to reduce their trade restrictions against 
the Communists by approximately one-half."8? 
The strict embargo list was said to have been nar- 
rowed "both through a net reduction in the num- 
ber of items covered and through a narrowing of 
the definitions of many other items. Many items 
were deleted entirely, others were added, and a 
number of categories were combined." 03 

Items which were taken off the list included 
"aircraft and aero-engines in normal civil use, 
all civil vehicles, practically all machine tools, 
nearly all electrical generating equipment, diesel 
engines, ships except for those capable of doing 
more than specified speeds, pumps, oil drilling 
production and refining equipment, electric mo- 
tors, turbines, carbon black furnaces, small rol- 
ling mills, compressors and blowers, much radio 
valve-making equipment, industrial diamonds, 
floating docks, a good deal of research equip- 
ment including electron microscopes but not mass 
spectrometers, almost all industrial ball and roller 
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bearings, aluminium and copper, gasolene and ke- 
rosene, glycols, methyl methylacrylate  ("Per- 
spex”), and tyres", 94 

Equally important as the treatment of the strict 
embargo list was the almost complete abolition of 
the two other lists, including goods under quan- 
titative controls and under surveillance. These 
two lists were abolished, and in their place came 
a so-called “watch list", which in its effect was 
equivalent to the old "surveillance list". 

The new watch list only to a limited extent con- 
sisted of items from the old quantitative and sur- 
veillance lists. According to an official declara- 
tion the "watch list consists largely of items for- 
merly on International List I (embargo) which, in 
the opinion of Cocom, are of sufficient impor- 
tance that their export to the bloc should be main- 
tained under surveillance."95 If it is assumed that 
the earlier strict embargo list included those goods 
that by most of the partners in Cocom were con- 
sidered as strategic, it follows that with few ex- 
ceptions the two new lists did not include any 
commodities which were not generally considered 
as strategic. A spokesman for the British govern- 
ment informed Parliament that "Her Majesty's 
Government's objective of confining the list to 
items of real strategic significance had been sub- 
stantially achieved."99 That some of the earlier 
"strategic" commodities now were allowed for 
free or controlled sale to the communists was 
of course explained by both political and techni- 
cal changes in the pertinent conditions, which had 
made them less strategically important. 

The 1958 list reductions were quickly adopted 
by the governments in Western Europe. 

In the United States the Secretary of Commerce 
announced on August 14, 1958, that significant 
changes would be undertaken also in the U.S. ex- 
port controls, but that the remaining U.S. controls 
would still be of a more extensive nature to the 
European communist nations irrespective of 
whether or not the export commodity in question 
was on the Positive List, and would require prior 
approval from the Department of Commerce, and 
that the policy of complete United States embargo 
on China would continue.9? 

The 1958 revision may have affected not only 
goods but also shipping services. This is indicated 
by the fact that in the middle of November 1958 
the Greek Government decided that Greek ships 
may again be allowed to enter Communist Chi- 
nese and North Korean ports.®8 
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VIII. THE COCOM EMBARGO AFTER 1958 


1. The minor importance of the remaining 
Cocom lists 


After 1958 the strategic embargo policy has 
mainly been continued through unilateral actions 
by the United States. The Cocom embargo has 
not disappeared, but neither has it prevented a 
tapid growth of East-West trade in Europe. In 
March 1959 a spokesman for the British govern- 
ment said that his government could not think of 
abandoning the embargo as long as international 
tensions continued. But, he added, if the relations 
become more relaxed there was no doubt that the 
controls would “wither away".99 

An indication that the Cocom embargo, as 
such, is not now a great obstacle to trade can 
also be found in the Soviet comments on it, which 
have become more rare and less acid. The East- 
ern criticism is still reiterated, e.g. in a com- 
muniqué from “the Conference of First Secre- 
taries of Central Committees of Communist and 
Workers’ Parties and Heads of Governments of 
Member Countries of Council for Mutual Eco- 
nomic Aid” in July 1963, where it was said: 
“The discrimination in the field of trade prac- 
ticed by the United States of America and its 
NATO allies slows down the development of eco- 
nomic relations with the industrially developed 
capitalist states."79 But, in other contexts the tone 
has been different. In a speech to American busi- 
nessmen in 1964 the Commercial Councellor of 
the Soviet Embassy in Washington said that West- 
ern Europe did not follow the foreign trade pol- 
icy formulated by the United States, and out of 
the former complicated problem of East-West 
trade, “There just remains the relatively narrow 
problem of 'East-United States trade’."71 This 
formulation rejects the Cocom embargo as a se- 
rious problem. It may perhaps be said that the 
Cocom embargo after 1958 has covered a set of 
commodities, which for strategic purposes have 
not been exported to the West from the commu- 
nist nations either, and thus it would appear that 
the Eastern side has better understood the policy. 


2. The revisions 


However, the Cocom embargo still does exist. In 
1958 it was agreed that the policy should in the 
future undergo a yearly list revision. A number of 
such revisions have also taken place in October 
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1959-January 1960, October 1960-April 1961, 
April-July 1962, November 1963-April 1964, 
and November 1965-June 1966.72 

The nature of these revisions has been fairly 
detailed and technical, and has not involved any 
major policy changes. The emphasis has mainly 
been on adequately following the technical devel- 
opment in the military sphere. Those items for 
which the communist nations have evidently mas- 
tered the production processes, and which from 
the military point of view have grown technically 
obsolete, have generally been deleted from the 
lists. They have been replaced by new technical 
items with potential use in the armaments and 
directly related industries. 

The British list of embargoed goods, which is 
considered to reflect the Cocom-list fairly accu- 
rately, did in 1966 still consist of 14 pages in the 
Board of Trade Journal, packed with detailed and 
technical descriptions which are difficult for the 
non-specialist to understand. According to a state- 
ment by the U.S. Secretary of Commerce, Doug- 
las Dillon, the Cocom-list in 1964 comprised 
"somewhere around 10 percent of the total items 
that move in international trade".*3 


3. The remaining conflict between U.S.A. 
and Western Europe 


In spite of the narrow technical and mainly mili- 
tary nature of remaining international export 
regulations, the Cocom issue still creates some 
conflict between the United States and Western 
Europe. 

In the official American report on the revi- 
sion of the embargo lists which ended in January 
1960,74 it was said that "Some embargoed items 
were made subject to so-called 'administrative ex- 
ceptions', a procedure which permits governments 
to issue licences for exports to the Communist 
bloc by unilateral decision when they are satis- 
fied that no security interest is being endangered 
or when prescribed conditions are met. In such 
cases, the licences issued have to be promptly re- 
ported to COCOM.” This “administrative excep- 
tions procedure” was used on a large scale by 
President de Gaulle in a decision of March 1960, 
unilaterally to extend trade with the communist 
countries in a number of embargoed goods. Ac- 
cording to a West German judgement this was 
the last event proving the utter failure of the em- 
bargo policy.75 In interviews it has also been said 


that de Gaulle’s policy inside Cocom has been 
highly uncooperative during the last years and 
that France has often broken the Cocom rules. In 
1963, for instance, military circles even in Swe- 
den were disturbed by a French decision to ex- 
port highly up-to-date radar disturbing devices to 
the Soviet Union. 

France has, however, not been alone. In an 
American Congress report in 1963 it was com- 
plained that the United States’ continued propo- 
sals to extend the Cocom list, e. g. to reintroduce 
copper, were vetoed by the other nations."? In an 
article in late 1963 on "Britain's Policy if La- 
bour Wins", Harold Wilson discussed issues where 
there was a clear difference of opinion between 
the Labour Party and the U.S. Administration: 
"Another issue, and one on which both major 
parties in Britain are in agreement, is that of 
trade with the Soviet bloc. The American view is 
still based on a hope of containing Soviet eco- 


nomic growth by refusing to trade, especially in 
plant and equipment which incorporates Western 
know-how. The British view is that Soviet tech- 
nological progress is continuing at a rapid rate, 
that refusal to supply equipment is followed by 
Soviet expansion of strategic industries, and that, 
provided there is no shipment of goods of direct 
military value, a reasonable flow of trade can 
help to improve contacts and reduce tensions."7? 

Labour did win the election in 1964, but so 
far this has not changed the Cocom cooperation 
to any appreciable extent. The quarrels about ex- 
ports of computers to the East during the 1966 
list revisions were of the same nature as in most 
earlier Cocom discussions. The question of abo- 
lishing Cocom seems not to have been raised. Sev- 
eral other, and more important international 
problems may have prevented the British govern- 
ment under Wilson from expending too much po- 
litical capital on the strategic trade control system. 


Chapter Ten. U.S. “Semi-Economic Warfare" After 1958 


I. INTRODUCTION 


During the last ten years we have heard much 
talk but seen little action in Washington with re- 
spect to the American trade policy against Eastern 
Europe. The upheaval in Poland in 1956 induced 
some change in the U.S. policy in 1957, but since 
then the Administration has not been able to carry 
through its intentions against the will of a recal- 
citrant Congress. In this chapter we will describe 
the attitudes of different groups in the United 
States on the trade issue. These attitudes, which 
are generally not shared in Western Europe, can 
also explain why the United States unilaterally 
continues an embargo policy against the commu- 
nist nations which is much more severe than that 
of any other Western nation. 

'This severity is also evident from the actual 
development of American trade with the commu- 
nist nations, which is very modest, as can be seen 
from table 10-1. 


II. EFFECTS OF THE POLISH 
UPHEAVAL IN 1956 


The Polish upheaval and the Hungarian revolu- 
tion in 1956 had a great influence also on 


the U.S. attitude to East-West trade. These 
events illustrated the inability of the Western na- 
tions to intervene in Eastern Europe in concord- 
ance with Dulles’ “policy of liberation", and 
the conclusion was obvious that other methods 
of influencing Eastern Europe had to be found. 

The tendency towards greater flexibility in the 
American East-West trade policy is first visible 
in connection with these events. 

The American reaction to the October events 
in Poland in 1956 was quick. Within a week of 
the political upheaval and of the election of Wla- 
dyslaw Gomulka as first secretary of the Polish 
communist party, Eisenhower made a declaration 
that the United States would help the "freedom- 
loving peoples" in Eastern Europe. On October 27 
Dulles, the Secretary of State, publicly promised 
that the Poles could "draw upon our abundance 
to tide themselves over the period of economic 
adjustment" which inevitably would follow the 
upheavals.? 

On January 5, 1957, the U.S. Administration 
formally decided "that Poland was not a nation 
dominated or controlled by the foreign govern- 
ment or foreign organization controlling the world 
communist movement"? and that secton 107 of the 
Agricultural Trade Development and Assistance 
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Table 10-1. Trade of the United States with the Sino-Soviet area 


(In million dollars) 


U.S. Export to U.S. Import from 

Total Total 

Sino-Soviet Sino-Sovict 

area Poland USSR area Poland USSR 
Year A B Cc A-(B+C) A B c A - (B C) 
1957 86 73 4 9 66 30 17 19 
1958 113 105 3 5 68 30 17 21 
1959 89 75 7 a 88 32 29 27 
1960 194 143 38 13 84 39 23 22 
1961 133 75 43 15 85 41 23 21 
1962 125 94 15 16 82 46 16 20 
1963 167 109 20 38 85 43 20 22 
1964 340 138 145 51 102 54 20 28 
1965 139 35 44 60 142 66 43 33 


Source: Excon Nos. 71 and 77. 


Act of 1954 (Public Law 480) thus did not pro- 
hibit the sale of surplus farm commodities to Po- 
land. 

Towards the end of February, 1957, negotia- 
tions started between Poland and the United 
States. They led to an agreement which was an- 
nounced on June 7, 1957. This agreement pro- 
vided for a steep increase in the United States 
exports to Poland, financed partly by a 20-year 
credit of 30 million U.S. dollars, and partly by 
repayments in local currency under P.L. 480 pro- 
visions.* 

Furthermore, on August 29, 1957, the Depart- 
ment of Commerce announced a relaxation and 
simplification of general export controls towards 
Poland. The new export principle was that Po- 
sitive List items which were formerly denied to 
Poland would henceforth be approved for export 
where it was demonstrated that the commodities 
exported would benefit Poland's civilian eco- 
nomy.5 

'This new policy towards Poland, inaugurated 
in 1957, has later steadily been developed. In 
1958 the Poles got a new American loan of 25 
million dollars, and the sales of U.S. surplus ag- 
ricultural commodities at below world market pri- 
ces have risen from 0.5 million dollars in 1958 
to 15 million dollars in 1964. In addition Poland 
has been able to buy more than half a billion 
dollars worth of U.S. surplus agricultura! commo- 
dities during these years at world market prices 
but with highly favourable payment conditions.® 
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The intention to continue this policy was con- 
firmed by President Johnson on March 26, 1964. 
Johnson pointed to the decollectivization of Polish 
agriculture, the greater freedom of speech and 
freedom of worship that is possible in Poland to- 
day, and the "good progress in resolving out- 
standing financial and economic problems", that 
had been improved by the sucessful United 
States trade policy. The policy has from time to 
time been opposed by individual Congressmen,® 
and a temporary withdrawal of MFN treatment 
from Poland as well as from Yugoslavia was 
achieved by Congress in 1963-64. In the last 
years the United States policy towards Poland has 
become a model for the treatment of other East 
European nations. 


UI. CHANGING AMERICAN ATTITUDES? 


The development of American East-West trade 
during the last ten years should be scen against 
the background of changing attitudes inside the 
United States. The long held view of the Ad- 
ministration, that the executive branch should be 
given greater flexibility in the policy, has gained 
more adherents and has been pressed more ac- 
tively by the President. Parts of the business com- 
munity have come out openly for liberalization 
of Eastern trade, and the balance inside Congress 
has changed somewhat. The development has 
been slow but the direction of change is clear. 


The private trade boycotts, organized by some 
groups of citizens and by parts of the U.S. trade 
union movement, may be seen as an “anti-red 
backlash” against this trend. 

The changing attitudes have both affected the 
formal regulations guiding U.S. trade with the 
East, and exerted an influence over trade in 
Western Europe and elsewhere, as will be de- 
scribed in chapter 12. Here we will only give some 
outlines of the changing attitudes inside the 
United States. The material is very rich, and 
might, in a full treatment, give an interesting 
book-length case study on how American foreign 
economic policy is made. 


1. In the Administration 


A. Before the wheat deal 


In June 1958 Soviet Prime Minister Khrushchev 
sent a letter to President Eisenhower in which he 
proposed extended trade relations with the United 
States, clearly stressing that the Soviet Union 
did not want to buy military goods, but only 
goods for peaceful use. An answer from Eisen- 
hower, largely formulated by the U.S. diplomat, 
Herbert Propps, repeated the American propa- 
ganda line. It said that the United States always 
has favoured trade in peaceful goods, and as U.S. 
trade was handled by private individuals there was 
no need for any action by the U.S. government to 
extend trade.? And no action was taken. 

Later in 1958 Lewis L. Strauss was appointed 
Acting Secretary of Commerce. According to 
Chuthasmit he had been known in the past as 
favouring the view that the United States should 
be more restrictive rather than relaxing, in con- 
trolling East-West trade. A restrictive policy was 
also continued by the Administration during 
1959. In response to the trade proposals by Mr. 
Mikoyan who, during a visit to the United States 
complained that only such items as chewing gum, 
firewood, and laxatives were not classified as stra- 
tegic by the United States, the Assistant Secre- 
tary of State for Economic Questions, Douglas 
Dillon, delivered a very harsh speech in New Or- 
leans on January 27, 1959, clearly indicating the 
negative American attitude to trade expansion 
with the Soviet Union.!? In February 1959, 
Strauss ordered a reintroduction of copper com- 
modities to the Positive List. In March 1959, the 


Department of Commerce refused licences for 
line-pipe, valued at about 2.5 million dollars, to 
the Soviet Union, because that export would not 
be in the U.S, national interest.!! In March 1959, 
Eisenhower was asked about the possibilities for 
increased trade with the Soviet bloc, but only 
answered, "I do not believe that at this mo- 
ment we are ready for any radical change in pol- 
icy with respect to trade."!? In July 1959 the 
Soviet Union reacted to the American coldness 
toward trade relations with a strong Tass-com- 
muniqué,!® condemning the latest official state- 
ments of the American Administration. At about 
the same time there was heavy condemnation 
from some Senators because the United States 
permitted exports to the United Kingdom of 
goods which were later resold to the Soviet 
Union.!4 

In September 1959 Khrushchev visited the Uni- 
ted States and gave some interviews in which he 
expressed the Soviet desire for expanded trade 
with the United States but said that such expan- 
sion was impossible as long as the U.S. trade dis- 
crimination continued.!5 However, according to 
a press conference held by Douglas Dillon on Sep- 
tember 30, trade matters were not discussed at 
the Camp David conference between Khrushchev 
and Eisenhower.!$ 

For the rest, very little happened in the field 
of East-West trade from 1959 to 1963. The 
events in Cuba, which overshadowed most other 
problems in the United States, will be treated 
separately, There cannot be any doubt, however, 
that these events also slowed down any endeav- 
ours to liberalize trade with the communist na- 
tions. In May 1960, 250 different goods were 
taken off and 80 added to the Positive List, but 
this change was followed by a declaration that no 
basic change in the strategic embargo was to be 
expected.!7 

In 1961, President Kennedy tried to amend the 
Battle Act in a way that would give him greater 
flexibility to continue the policy which had been 
started in Poland in 1957. His proposed amend- 
ment was approved by the Senate on May 11, 
1961 but was never passed by the House.!? There 
are no indications that Kennedy pressed the issue 
very vigorously. In the Trade Expansion Act of 
1962, the national security regulations also main- 
tained the Congressional 1951 decision to deny 
MEN treatment to goods directly or indirectly im- 
ported from communist areas.!? 
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B. The wheat deal 
Not until the big wheat deal of late 1963 and 
early 1964 do we find any important events af- 
fecting the attitudes towards East-West trade. 

Of the many different aspects of the wheat 
deal, only the bare outlines can be given here in 
order to indicate its effects on the embargo pol- 
icy. 

In the middle of September 1963 Canada 
closed a deal with the Soviet Union providing for 
approximately 500 million dollars' worth of 
wheat export. A few days later Senator Hum- 
phrey attacked the U.S. East-West trade policy as 
“antiquated”, and the American farmers’ organi- 
zation promised to review their long-standing op- 
position to sell surplus wheat to the Soviet Union. 
Rumours were also circulating that a big U.S. 
deal with that country could be made.?! In the 
beginning of October formal requests for purcha- 
ses of some 60 million dollars’ worth of wheat 
came from Czechoslovakia, Hungary and Bul- 
garia, and it was reported that President Kennedy 
sought Republican support for a sale also to the 
Soviet Union.? On October 9, Kennedy an- 
nounced that the U.S. Government would approve 
export licences for private grain traders seeking to 
sell wheat, feed grains, and other agricultural 
commodities to the Soviet bloc.?? Kennedy’s only 
condition was that half of the wheat should be 
transported on American ships. The earlier con- 
dition stipulated by the farm organizations that 
the U.S.S.R. should be required to pay the U.S. 
retail price which, due to U.S. agricultural policy, 
was considerably above world market prices,?4 
was quietly dropped. 

During the following months much speculation 
about the negotiations was carried by the press. 
At the end of October 1963, the Department of 
Commerce granted export licences for agricultural 
exports to Hungary, in early December to Eastern 
Germany, and in late December to the Soviet 
Union.*5 In January 1964, the final conditions of 
the sales to the Soviet Union were agreed upon. 

There can be no doubt that this deal had a 
heavy impact on the American debate on East- 
West trade problems. The interesting question in 
this context is whether this was a commercially 
profitable one-time deal for the United States, or 
whether it indicated a shift in the trade policy 
vis-à-vis the Soviet Union. 

An economic analysis made by de Alessi?9 in- 
dicates that the economic gains from the deal 
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were considerably larger for the United States 
than for the Soviet Union. On the assumption 
that no other buyers would have been forthcom- 
ing, de Alessi estimates the benefit to the U.S. 
economy as the sum of the value of the sale, ap- 
prox. 250 million dollars,?" plus the present value 
of the storage costs foregone, approx. 200 mil- 
lion, or 450 million dollars. To the Soviet Union 
the benefit of buying from the United States was 
only the difference between the conditions offered 
by the United States and those offered by the 
second best seller, which is estimated at some 
7 million dollars. Thus, de Alessi concludes that 
the commercial advantages of the deal were quite 
sufficient to explain why it was made by the 
U.S. Government. "The observational statements 
available to date are not inconsistent with the 
hypothesis that the U.S. policy has not 
changed.”?8 

This conclusion found support also in the 
American Administration, spokesmen of which 
constantly repeated that the wheat deal did not 
mean a change of policy.*® The Secretary of State, 
Dean Rusk, for instance, made a statement on 
February 25, 1964, later widely quoted, in which 
he said: “We have never embargoed or opposed 
the sale of foodstuffs to the Soviet-bloc countries. 
Thus, our current sales of wheat to the Soviet 
Union involved no change in basic policy. And 
from a traditional Yankee Trading viewpoint, we 
are not unhappy about swapping surplus food- 
stuffs for gold and hard currency which help to 
balance our international payments."30 

Mr. Rusk's statement that the United States 
never had opposed the sales of foodstuffs to the 
Sovit bloc countries was not true. On January 19, 
1954, the then Secretary of Commerce formally 
refused the application of an American exporter 
for a licence to export 40 million lbs. of U.S. 
Government surplus butter and 10 million lbs. of 
cottonseed oil through commercial channels to 
Russia. As a motivation for this refusal, Secre- 
tary Weeks made a statement to the press on 
January 15, 1954, in which he said: "The law 
precludes my discussing the details of any applica- 
tion pending before the Commerce Department. 
But I can say this to you as a matter of general 
principle: I shall not approve any application 
which would permit an exporter to buy butter at 
considerably lower prices than those paid by the 
American housewife and then send that butter to 
Russia.”31 


The principle not to sell agricultural surplus 
commodities to the communist nations at world 
market prices, seems to have been adhered to all 
through the Cold War up till June 22, 1961. It 
was then officially announced that subsidized ag- 
ricultural surplus goods could also be exported to 
Eastern Europe.32 It was also this earlier prin- 
ciple, forgotten by Mr. Rusk, that the farmers’ 
organization invoked in the early discussions on 
the wheat deal. 

It is clear that the wheat deal with the Soviet 
Union in 1964 was an important fact in the 
slowly but constantly changing configurations of 
the U.S. Eastern trade policy. But the conclusion 
seems also warranted that it did not imply any 
radical break with the earlier policy. 


C. After the wheat deal 


Since the wheat deal the U.S. Administration has 
shown a continuing interest in expanding East- 
West trade. This interest has mainly taken the 
form of statements, and the actions which have 
been taken have been carefully devised so as not 
to lead to Congressional or public disapproval. 

In March 1964 Averell Harriman, then Am- 
bassador at Large, said that the strategic embargo 
should be maintained but that trade in “peaceful” 
goods should be expanded.33 Some weeks later 
President Johnson indicated that he was willing to 
consider proposals for expanded trade,3* and that 
he intended to build "bridges" to Eastern Eu- 
rope,?5 partly with the help of trade. It was also 
indicated that the United States favoured Poland's 
participation in the Kennedy Round in Gatt.3€ 

From May 18 to June 1, 1964, Rumania and 
the United States negotiated for improved trading 
relations in Washington. Following the successful 
conclusions of these negotiations, the Department 
of Commerce on July 14, 1964, decided to ease 
its licensing policy, and grant Rumania the same 
control procedures that were given to Poland. It 
has, however, so far been impossible for the Amer- 
ican Administration to get Congressional approv- 
al for givning Rumania MFN-treatment.37 

Most of the quoted pronouncements expressed 
the belief that expanded trade with Eastern 
Europe may help to improve the freedom of the 
smaller East European nations. A statement by 
the U.S. Ambassador to Western Germany, while 
Biving the same motive for more flexibility in 
East-West trade also added, however, that "these 
objectives do not seek to range the Eastern Euro- 


pean countries against the Soviet Union with 
which these countries must have satisfactory and 
friendly relations ... if they are to have any per- 
manent sense of security”.28 In a proposal for 
a change in the Battle Act in 1957, Senator Ken- 
nedy also had been careful to state that the 
United States should "make apparent to the So- 
viet rulers that our real purpose in liberation is 
peace and freedom and not the encirclement of 
Russia with hostile forces".39 

In spite of this principle, however, it may be: 
noted that the U.S. State Department, in a back- 
ground paper to the agreement with Rumania 
in Tune 1964, included Rumanian publication of 
certain writings by Karl Marx1? “criticising Cza- 
rist Russia's seizure of Bessarabia" among the U.S. 
reasons for signing the agreement, something 
which clearly tended to irritate present Soviet- 
Rumanian relations. 

In the State of the Union Message in January 
1965, President Johnson again indicated that he 
intended to explore ways and means of increasing 
peaceful trade with Eastern Europe. In April he 
appointed a special committee to study the prob- 
lems.*! In the middle of that year the much pub- 
licized “Miller report" was presented. This re- 
port urged a greater flexibility in East-West trade, 
but a flexibility which clearly should be directed 
by political motives, especially the U.S. desire to 
improve liberalizing domestic tendencies in the 
Eastern nations.*? 

In the middle of October 1965 it became 
known?? that the U.S. government during the pre- 
vious summer had requested, or even urged Co- 
com to lift the restrictions on the export of some 
nuclear reactors for peaceful purposes. The im- 
mediate reason for this request was some discus- 
sions regarding the sale of reactors to Rumania. 
This rumour brought forth a number of protests 
in the United States and the following quote from 
an editorial in the St. Louis Globe can be taken 
as representative of some of the opposition which 
has continued to create problems for the U.S. Ad- 
ministration. The headline is “Have We Gone 
Mad?", and the text starts off with: "It could 
only be blind greed or something of a repressed 
Freudian death wish behind the allied decision to 
permit the sale of atomic reactors to the Com- 
munist states of Eastern Europe." 

With the increased U.S. involvement in Viet- 
nam, the prospects for trade liberalizations de- 
creased. In February, 1966, President Johnson 


103 


officially authorized a “blacklist” of Western 
and Polish ships which reportedly had traded with 
North Vietnam. Such a list is likely to have 
existed even before this "authorization". A 
Soviet journal immediately condemned these "in- 
sane plans for naval blockade". 

On May 11, 1966, the Administration took a 
new step. The Secretary of State then proposed 
a legislation to liberalize U.S. trade in non-stra- 
tegic goods with Eastern Europe.*5 The essence of 
the proposal was that the President would be able 
to extend most-favoured-nation treatment to com- 
munist nations with the exception of Eastern Ger- 
many, China, Cuba, and North Vietnam. 

In presenting the bill, U.S. officials clearly stat- 
ed that they did not forsee early passage of the 
measure through Congress.*? In this assumption 
they were quite right. Only a few weeks later 
the Senate minority leader, Dirksen, said that the 
Congressional objections to the proposed law were 
so strong that the "legislation is a dead duck for 
this session".47 The chairman of the Ways and 
Means Committee, Wilbur Mills, has so far also 
refused to take up the bill for treatment.'$ The 
Washington Post has called this treatment of the 
bill a “regrettable casualty of the Vietnamese 
War", and hoped that the President would not 
lose his interest in East-West trade as it is "the 
best instrument available for broadening the con- 
tacts that promote understanding".'? In early 
June, 1966, the Deputy Assistant Secretary of 
State for Commercial! Affairs, possibly to ward 
off some criticism from Congress for having pre- 
sented a trade liberalization proposal in the 
middle of the Vietnamese war, made a reassuring 
statement, stressing that "we have no intention of 
modifying in the least our embargo on arms and 
other military items and equipment to any Com- 
munist country"; that the expansion of trade if 
the bill was enacted would not be very great; and 
that the intention of expanding trade with the na- 
tions of Eastern Europe is to encourage "their 
evolution toward independence . . ."59 

On October 9, 1966, President Johnson repea- 
ted that he wanted to build bridges to the Eastern 
European countries. And a few days later 400 
commodities which now were considered to be 
"non-strategic" were removed from the Ameri- 
can restricted lists.?! In November 1966 President 
Johnson, in signing the Food for Freedom Bill, 
also said that he was "particularly troubled" by 
provisions in the bill barring food aid to countries 
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whose ships or planes carry goods to North Viet- 
nam or Cuba.52 

On October 7, 1966, President Johnson an- 
nounced that the U.S. Export-Import Bank was 
prepared to finance American exports for the 
much publicized Soviet auto plant which was to 
be built by FIAT. This immediately created a 
stir in Congress, where the House Committee on 
Banking and Currency issued a special report, 
largely based on material from the Directorate of 
Intelligence of the CIA, which, incidentally, re- 
veals the extent to which CIA is preoccupied with 
economic spying. Early in August, 1967, the Sen- 
ate also denied the Export-Import Bank the 
right to help finance the FIAT auto plant in the 
Soviet Union, thereby not only continuing its tra- 
ditional policy, but also decreasing the American 
goodwill in Italy.53 

Ironically, it fell to one of the first main pro- 
moters of the embargo policy, Averell Harriman, 
to defend the Administration?! both on the FIAT 
issue, and on the larger problems of a liberaliza- 
tion of American trade with the East. Mr. Harri- 
man's present conclusion may well be that it was 
easier to initiate an anti-communist trade policy 
than to get rid of it, even when it has proved to 
be a failure, and even when circumstances have 
become quite different over a period of 20 years. 


2. In the Congress 


Following the Administration's attempts to help 
Poland after the 1956 events, Senator John F. 
Kennedy on August 21, 1957, proposed a change 
in the Battle Act.55 The background was a re- 
quest for financial assistance to the extent of 300 
million dollars, put forward by a Polish mission 
to Washington early in 1957. Since Poland was 
still a communist country it could only obtain 
some agricultural goods under PL 480 condi- 
tions and a special loan from the President's For- 
eign Aid Contingency Fund, which was limited to 
30 million dollars for each country. The Ken- 
nedy amendment to the Battle Act would give 
the Administration a greater flexibility in provid- 
ing economic or financial assistance to any com- 
munist nation, except the Soviet Union and the 
communist countries in Asia. This proposal, 
which was defeated, was clearly designed to im- 
prove the U.S. possibilities to capitalize on any 
open dissent inside the communist bloc. The fol- 
lowing revealing statement is also of some back- 


ground interest for the later years, as Kennedy 
himself was to provide the “new Presidential 
leadership”: 


“We must arm ourselves with more flexible 
economic tools. We must be willing to recognise 
growing divisions in the Communist camp, and 
be willing to encourage those divisions. My 
amendment to the Battle Act would permit the 
President to use our economic strength to pro- 
mote peaceful change behind the Iron Curtain 
wherever this would help wean the so-called cap- 
tive nations away from their Kremlin masters. In 
the 85th Congress this amendment was defeated 
by one vote. In the 86th Congress, it passed the 
Senate and died in the House. In the 87th Con- 
gress, under new Presidential leadership, it must 
become law."57 


This desire to "wean the captive nations away 
from their Kremlin masters" was officially de- 
clared to be the U.S. policy in July, 1959. At this 
time Congress approved the so-called Captive Na- 
tions Resolution, which declared that the U.S. 
Congress desired to see not only China and East 
Centra] Europe, but also considerable areas inside 
the Soviet Union, such as Ukraine, the Baltic 
States, Armenia, Azerbaijan, Georgia, Cossackia, 
and Turkestan, split off from the Russian “em- 
pire".58 

When Kennedy became President, he devoted 
less attention to the trade issue. Having been re- 
jected by Congress in his attempts to change the 
Battle Act he may have thought it unwise to give 
away political capital on East-West trade by put- 
ting up a fight with Congress. The negative Con- 
gressional attitudes also became quite clear. In 
1961 grant and loan aid to Yugoslavia and Po- 
land was ended at the insistence of Congress.5? 
In 1962 the Export Control Act was made stric- 
ter by Congress. The Trade Expansion Act of 
1962 was passed by Congress in a form which 
required denial of MFN-treatment also for Po- 
land and Yugoslavia.9* 

In March 1964 the Senate Foreign Relations 
Committee, under the chairmanship of Senator 
Fulbright, held extensive hearings on East-West 
trade, which "for the first time ... were clearly 
designed to bring about a new consensus on Capi- 
tol Hill in favour of the building bridges pol- 
icy".9?? In spite of much impressive evidence in 
favour of increased trade it is doubtful if these 


hearings had any greater impact. Possibly they 
helped to change the attitudes on the margin be- 
tween "pro- and anti-traders" in Congress. But 
when Fulbright's endeavours, followed up by the 
Miller Report in 1965, were to be implemented in 
a rather modest way through the East-West trade 
bill of May 1966, the Congress, as we have seen, 
did not accept the liberalization. 

The East-West trade issue was put on ice large- 
ly due to the increased American intervention 
in Vietnam, which strongly revived anti-commu- 
nist feelings. In October 1966 influential Repub- 
lican Congressmen denounced all trade with the 
communist countries so long as the Vietnamese 
war continued. And in April 1967 the U.S. 
News and World Report, in a report on Congress, 
said that “an East-West trade bill has no chance 
so long as the war in Vietnam continues".*t 


3. Private business 


Private business circles interested in trade with 
the communist nations have long since shown 
some opposition to the restrictive U.S. policy. 
During the years before the wheat deal, this op- 
position was expressed in a somewhat shy man- 
ner. The shyness may have been due to the 
policy of the Administration, as is indicated by 
a leading U.S. academic expert on East-West 
trade, Harold J. Berman: 

“It is my impression that American business- 
men have been excessively timid in matters of 
East-West trade and have refused to speak or 
move until Washington has spoken or moved. 
The fact is, however, that the foreign trader's 
hesitancy to do or say anything in this sphere of 
which the State Department or the Bureau of 
Foreign Commerce might disapprove is at least 
matched by the State Department's and Bureau of 
Foreign Commerce's hesitancy to do or say any- 
thing of which businessmen might disapprove. 
All of us, I think, would like to see our country 
adopt a bold and positive foreign economic pol- 
icy which would take the initiative away from the 
Soviets. My own view is that, on both the private 
and the governmental level, our initiative should 
be exercised in the direction of meeting the Rus- 
sians face to face and bargaining with them just 
as shrewdly as we know how.”86 

After the wheat deal the private business oppo- 
sition to the unilateral U.S. restrictions has be- 
come more vocal than before. In September 1963, 
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200 business leaders at a White House conference 
recommended a reappraisal of the U.S. policy. 
At the end of April 1964 the United States Cham- 
ber of Commerce made a forceful appeal for lib- 
eralization of the U.S. rules so that U.S. and West 
European companies could compete in the Eastern 
markets on equal conditions.5$ The effects of 
such a relaxation, should it come, were, however, 
estimated to be of very minor importance, by 
e.g. the Economic Research Division of the Chase 
Manhattan Bank.5? 

In the 1964 Fulbright hearings, out of 114 busi- 
nessmen who expressed an opinion, 105 favoured 
more, and only 9 favoured less trade with the 
East. These businessmen were, however, chosen 
in a way which made those who had prior expe- 
rience with East-West trade regulations overre- 
presented, and the opinions of this group may 
thus not be typical for the U.S. business com- 
munity in general. 

At the end of November 1964 the newspapers 
were filled with material about 92 Western busi- 
ness leaders, mainly American, who were touring 
the Soviet Union in exploration of trade expan- 
sion opportunities. The group was also received 
by Premier Kosygin, who chose to take advan- 
tage of that opportunity to announce Soviet 
willingness to make a token payment on the out- 
standing lend-lease debt, if the United States 
would permit the expansion of trade and credits 
with Russia.*9 

In May 1965, the U.S. Committee on Eco- 
nomic Development, CED, with the cooperation 
of similar groups in Western Europe and Japan, 
issued a report in which the tone was very favour- 
able to increased East-West trade.7! The actual 
proposals advanced were, however, very carefully 
guarded, pussy-footing, so as not to hurt the feel- 
ings of important political groups. The above 
quoted statement of Berman, on the timidity of 
business groups, easily comes to mind in reading 
the CED report. 

In January 1966 the New York Times’ spe- 
cialist on the Soviet Union, Harry Schwartz, said 
that “East-West trade appears to be entering 
a new era,” and that any attempts by President 
Johnson to liberalize trade would have the eager 
support of many American business leaders. 

Moreover, in April 1966, the newly elected 
president of the U.S. Chamber of Commerce even 
urged that the United States start trading with 
China.7? He got support in May from the Secre- 
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tary of Defence, McNamara, who wanted to 
“build bridges” also to China by “properly bal- 
anced trade relations . . .”73 

However, in looking at all these positive state- 
ments from private business, it must not be for- 
gotten that most of them are made by interest 
groups which, by and large, have a positive in- 
terest in expanding East-West trade. There are 
also American groups who fear the competition 
of Eastern exporters in Western Europe. The 
most important among them is the international 
oil companies, who have also carried on an active 
policy against Western imports from the Soviet 
Union.74 These groups have also tried to use the 
U.S. government policy and NATO to pursue 
their ends. 

An investigation which may have been some- 
what more representative for U.S. business atti- 
tudes than the one conducted by the 1964 Ful- 
bright hearings, was carried out by the Harvard 
Business Review in 1966.75 No firm conclusions 
were reached but it clearly emerged that the more 
engaged a company is in trade with the East, the 
more favourable is the attitude of its executives 
to this trade. As very few U.S. companies engage 
in trade with the East, the conclusion may per- 
haps be warranted that the relaxation of U.S. ex- 
port controls is hampered by the majority of busi- 
nessmen who do not have any knowledge of this 
particular trade. 


4. Public opinion and private boycotts 


In 1962 a special form of private American 
boycott on East-West trade started. The original 
reason seems to have been European trade with 
Cuba. Towards the end of 1962 Washington tried 
to get West European cooperation in a blockade 
of Cuba. As the island was dependent on shipping 
transport, the pressure on the European shipping 
lines was especially heavy, and as United States' 
companies, particularly in the oil branch, are very 
important customers of many shipping lines, the 
American success was considerable.7¢ 

Some circles in the United States were, how- 
ever, not satisfied with this American policy. 
Washington decided to close American ports to 
ships that on the same continuous voyage were de- 
livering goods to Cuba. But the International 
Longshoremen's Association stepped up the cam- 
paign by recommending a boycott of “all ships 
of any line that services Cuba". Mr. Thomas Glea- 


son, the union’s Vice President, was also reported 
to have said that “while the Government’s pro- 
posals may slightly curb trade with Red China, we 
of the ILA intend to eliminate it’.?? Later this 
policy was continued against ships going to North 
Vietnam.78 

At about the same time in 1962 another pri- 
vate boycott of consumer goods from the com- 
munist nations was initiated. In Miami, Florida, 
a “Committee to Warn of the Arrival of Com- 
munist Merchandise on the Local Business Scene” 
was formed. This action “received its formal 
stamp of organized lunacy when the John Birch 
Society adopted it as a 'monthly action goal' in 
late 1962".79 In spite of being severely criticized 
from most sides, the example spread. In mid- 
1966, 24 cities and two counties in Alabama, 
Florida, South Carolina, Kentucky, and Louisiana 
were reported to have passed ordinances prohibit- 
ing the sale of communist goods, pursuant to 
state Labelling Acts, in spite of these ordinances 
being "clearly illegal" as "they violate the com- 
merce of the Federal Constitution".89 The local 
"Labelling" and "Licensing" Acts, also called 
"Polish ham ordinances", requiring dealers to buy 
special licences for selling foreign goods and to 
clearly label them as foreign, or even communist, 
were also declared unconstitutional by a Federal 
Court decision in 1966.8! 

In 1964-65 the boycotts of private groups di- 
rected against trade with the East created some 
problems. On February 17, 1964, dockworkers' 
and seamen's unions started a boycott of all ships 
due to carry American wheat to the Soviet Union. 
This boycott, which got full backing from George 
Meany, president of the AFL-CIO,8? was offi- 
cially motivated by a White House waiver on the 
requirement that 50 per cent of the wheat should 
be shipped on American ships.5? But the boycott 
may also have been inspired by a statement by 
Secretary Rusk on February 15, 1964, in which 
he said: "Well, we don't ourselves plan to or- 
ganize any boycott against the goods of coun- 
tries that may be engaged in... (trade with Cuba). 
I think it is possible there may be some consu- 
mer reaction in this country, here and there, with 
respect to firms that specifically engage in that 
trade". 

This statement was widely interpreted as a 
State Department support for private boycotts. 
Such an interpretation was officially denied on 
February 20, but in a way which did not satisfy 


the European allies. The Guardian, for instance, 
wrote that "Officially or unofficially a boycott 
of firms doing business with Cuba is an active 
element of U.S. policy. In this the U.S. Gov- 
ernment is at odds not merely with Britain but 
with all her European allies..."95 A few months 
later, when the U.S. Chamber of Commerce at its 
annual meeting had with a large majority voted 
for a relaxation of trade with the communist na- 
tions, the Economist wrote that progress in this 
direction would be hampered by "the Goldwater 
backers, the Daughters of the American Revo- 
lution, the dockers' trade unions and the ex-ser- 
vicemen's organisations, all of whom are quick 
to pounce on any relaxation of controls as trea- 
sonable dealing with the enemy”.85 

In the spring of 1965 another, much criticised 
case was reported.96 The Firestone Tire and Rub- 
ber Co. called off the negotiations to sell a syn- 
thetic rubber plant to Rumania largely due to 
actions of protest from Young Americans for 
Freedom, a rightwing group, which, according to 
several sources, including Senator Fulbright, was 
backed by Firestone's competitor, the Goodyear 
Tire and Rubber Co. 

When a similar case, however, came up in the 
autumn of 1965 the Administration reacted 
strongly. Six tobacco companies had been threat- 
ened by right-wing groups with boycotts unless 
they stopped using Yugoslav tobacco in their cig- 
arettes. The companies appealed to the govern- 
ment for support, and in a strongly worded let- 
ter, jointly signed by the Secretaries of State, De- 
fence and Commerce, the “harmful” and "irre- 
sponsible" attempts by private groups to organize 
boycotts against American companies trading 
with communist nations were condemned.57 

It may appear to a European observer that 
these private boycotts are a minor nuisance and 
of relatively little significance compared to the of- 
ficial U.S. government policy. This, however, may 
be a European misconception of the way in which 
the American economy works. To a close Ameri- 
can business observer, these boycotts seem much 
more important, as can be seen in the following 
quotation: "To my judgement, these boycotts 
are probably the greatest obstacles to East-West 
trade. That there exists this strong body of Ameri- 
can opinion at the grassroots level makes it 
easier to understand why the legislative branch of 
our Federal government sees East-West trade in 
one light, while the executive branch, led by our 
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President, sees it in quite another. It is a safe pre- 
diction to make that the several roadblocks which 
I have so far pointed out, and which are repre- 
sented by laws enacted by our Congress, cannot 
be eliminated until there is a basic change of 
public opinion at the voter level, regarding the 
wisdom of increasing trade with the Eastern Euro- 
pean countries."5$ 


5. East-West trade as an issue 
in the 1964 elections 


In 1964 the East-West trade issue was also made 
into an issue in the Presidential election. The Re- 
publicans demanded a much harsher policy than 
the Democratic Administration had carried out 
during the past years. As early as in March, Nel- 
son Rockefeller criticized the handling of the 
wheat deal by saying that the U.S. government 
should have asked for political concessions from 
the Soviet Union before permitting it. He spe- 
cifically pointed out as a minimum requirement 
that Soviet dumping and price discrimination 
should have been stopped. On July 15, 1964, at 
the Convention of the Republican Party in San 
Francisco, the adopted party platform for the 
election included the following principle: “We 
hold that trade with Communist countries should 
not be directed toward the enhancement of their 
power and influence but could only be justified 
if it would serve to diminish their power."*? The 
Republican candidate, Senator Goldwater, on sev- 
eral occasions also discussed the trade issue, in 
e.g. the following terms: "Why should we not 
have demanded the dismantling of that hateful 
Wall before we rushed to help solve our balance- 
of-payments problems by the cynical sale of wheat 
to the Soviets?"90 

It should also be noted that the advent of a 
person like Goldwater to the presidential candi- 
dacy, and his views on East-West trade problems, 
created a certain apprehension not only in the 
communist nations but also in Western Europe, 
where new difficulties with the Americans on the 
trade front could be foreseen.?! 


IV. REMAINING U.S. REGULATIONS 
ON TRADE WITH THE COMMUNIST 
NATIONS 


The legal regulations of East-West trade which 
still remain in the United States form an exceed- 
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ingly complicated network of obstacles against 
any rapid expansion of this trade. This network 
has been well summarized in a recent article by 
Berman and Garson,®2 who also make a reference 
to a five-inch thick. Department of Commerce 
manual on the implementation of the regulations, 
which is not available to the public.° Here it is 
only intended to give a few hints about the extent 
to which the U.S. restrictions surpass the West 
European ones. It should, however, also be noted 
that while the few remaining West European re- 
strictions are followed to the letter, "and not one 
iota more", the authorities who implement the 
much stricter U.S. regulations usually do so in 
a most rigorous spirit. The fear of Congressional 
criticism is the main explanation thereof.?* 

The actual U.S. regulations can be divided by 
area, Since the Korean War every conceivable 
kind of trade discrimination has been used by 
the United States against China, and also against 
North Korea and North Vietnam. Both exports 
and imports are prohibited, Chinese assets in the 
United States have been frozen, persons subject 
to U.S. jurisdiction have been debarred from en- 
gaging in financial transactions with Chinese 
ports, dollar currencies or credits may not be used 
in financing any trade with China, and surplus 
agricultural commodities are denied them for lo- 
cal currencies. 

Trade restriction against Cuba started in 1960. 
Since October 19, 1960, virtually all exports to 
Cuba are embargoed.95 Since February 6, 1962, 
an embargo of imports from or via Cuba has been 
in force, and since March 23, 1962, goods manu- 
factured in third countries containing Cuban com- 
ponents have likewise been forbidden for import 
into the United States. Several other restrictions 
similar to those on China are also in force.9? 

Poland, contrary to China and Cuba, has been 
treated with less trade discrimination than the rest 
of Eastern Europe since 1957. Yugoslavia has 
not been counted as a member of the bloc since 
it broke away from the close Stalinist dependence 
in 1948. In recent years a special U.S. interest 
for Rumania has been shown by easier export re- 
strictions, but no MFN treatment has yet been 
given to that country.?? Eastern Germany is treat- 
ed in a more severe manner than the rest of East 
Central Europe. 

In 1962 the Export Control Act of 1949 was 
amended, making economic warfare an explicit 
aim of the American policy. Congress at that 


time changed the “findings” of that law from: 
“The unrestricted export of materials without 
regard to their potential military significance may 
affect the national security.” to: “The unrestricted 
export of materials without regard to their poten- 
tial military and economic significance may ad- 
versely affect the national security of the United 
States". In the “declarations of policy” Congress 
also added: “The Congress further declares that 
it is the policy of the United States to use its eco- 
nomic resources and advantages in trade with 
Communist-dominated nations to further the na- 
tional security and foreign policy objectives of the 
United States.%8 

This was formally an amendment making the 
law more severe with respect to the export re- 
strictions. However, it may be questioned if it, 
in its real effects, was anything but an expression 
of Congressional sentiments, which did not affect 
the degree of discretion in the implementation of 
the law that had been accorded to the Administra- 
tion long ago. The Administration has also is- 
sued several "interpretations" of the new amend- 
ments, which have indicated the great leeway that 
it still has available. 

Under the Export Control Act the Department 
of Commerce has continued to issue a list of 
those commodities which for security or short 
supply reasons may not be exported to the East- 
ern nations without a special validated licence, 
which is rarely issued. This list is much longer 
than the Cocom-lists. 

In 1965 the Export Control Act was again 
amended both to increase the penalty for viola- 
tions against it and to "oppose restrictive trade 
practices or boycotts fostered or imposed by for- 
eign countries against other countries friendly to 
the United States and to encourage domestic ex- 
port firms to refuse to take any action which has 
the effect of furthering such restrictive trade prac- 
tices or boycotts".199 This provision was directed 
exclusively against the Arab boycott of U.S. firms 
doing business with Israel. It is, however, inter- 
esting to observe how the United States Congress 
openly protests when another nation adopts the 
same type of trade discrimination which the Con- 
gress itself has for 20 years pursued in a most 
active way. 

Furthermore, American exporters cannot, in 
most cases, apply for a licence until it has a 
"firm" order from the Eastern exporter. "But 
it is expensive to negotiate contracts—in the case 


of plant and equipment, very expensive indeed; 
with the possibility of denial of a license hanging 
over the negotiations, most businessmen are not 
very interested. Moreover, even after a licence is 
granted, it may later be revoked if new facts ap- 
pear which make delivery seem undersirable to 
the U.S. government.”!91 An example which has 
been called "classic" was an export licence for 
ballbearing machinery which was successively ap- 
proved, suspended, approved again, and finally 
denied. This situation had the effect of baffling 
both the American exporter and the Soviet im- 
porter to such an extent that orders were not any 
more placed in the U.S., even for items which 
might be approved.192 

There are a number of other restrictions on the 
American commercial or financial relations with 
the Soviet Union and Eastern Europe, such as 
e.g., the Logan Act, the Foreign Agent Act, visa 
regulations, Foreign Assets Control regulations, 
the Johnson Act, etc, Those restrictions which we 
have indicated already, however, suffice to illu- 
strate the fact that the American regulations of 
East-West trade are considerably more serious 
than the West European ones. The West Euro- 
pean governments have refused to adopt anything 
but the Cocom regulations. These are much 
shorter than the American embargo list, imple- 
mented with more laxity, and identical towards 
China, Cuba and the European communist nations. 


V. SUMMARY 


How can these factors in the American picture be 
summarized? Have there been any radical shifts 
in the balance of forces between the different at- 
titudes? 

It is clear that the U.S. Administration in re- 
cent years has taken a more favourable attitude to 
trade in their pronouncements on East-West trade. 
However, these attitudes are not so very different 
from those taken in the early fifties, when the 
Administration tried to fight the predecessors of 
the Battle Act. In their actions both the Kennedy 
and the Johnson Administrations have been care- 
ful not to go too far. The change toward Ru- 
mania during the last few years is simply a fol- 
lowing up of the policy inaugurated towards Po- 
land in 1957, designed to stimulate liberalization 
inside Rumania. The East-West trade bill of 1966 
was both modest in its proposals, hardly restoring 
the pre-1951 position on MEN, and also presented 
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to Congress in a way which clearly suggested its 
low priority for becoming enacted. 

There is still also an important difference be- 
tween the approaches of the West European na- 
tions and those of the U.S. Administration to 
East-West trade during the last few years. The 
West European nations have wanted to liberalize 
trade, to remove its fetters, on the combined no- 
tion that free trade is mutually beneficial to both 
trading partners, and that the Western economic 
system is strong enough to compete with the state- 
trading system. Possibly also the belief, as ex- 
pressed by Alex Douglas-Home, that "a fat 
communist is more peaceful than a hungry one" 
had some influence. Thus the West European de- 
sire is to return to a freer trade, more or less di- 
vorced from politics. 

The American motive for liberalization has 
been based on the notion that an expanded trade 
may be an important political weapon in showing 
up the weaknesses of the communist system and 
in splitting up the East European bloc. The basic 
political approach to East-West trade underlying 
the embargo policy has thus not been much 
changed. Earlier a decrease in East-West trade 
was desired for political purposes, now an in- 
crease in East-West trade is desired by the Ad- 
ministration, but still for politica! purposes. This 
is essentially the same approach to trade that is 
embedded in the communist doctrine, and for 
which, in the United States, the Soviet Union is 
constantly accused. 

It should, however, also be realized that if any 
relaxation of existing restrictions is to be permit- 
ted by the American Congress, the U.S. Admini- 
stration may have to resort to such declarations 
of intent about the principles of the policy. As 
one observer put it: “... if there is any certainty 
remaining in domestic politics, it is that any Ad- 
ministration knows how difficult it is to ask Con- 
gress to amend existing law if the effect of the 
amendment can be characterised as 'helping the 
Communists’, and avoid reguesting such action 
if it is humanly possible to do so".193 

In Congress we have seen the new endeavours 
of Senator Fulbright in promoting the position of 
the Administration. But one should not forget that 
in the early 1950's some Senators, for example 
Cabot Lodge, voiced similar ideas in support of 
giving the Truman Administration flexibility to 
handle East-West trade as it was found to be in 
the best U.S. interest. It must also be noted that 
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the Fulbright hearings have run parallel to a 
movement in Congress which has succeeded in 
making the Export Control Act formally more se- 
vere, in temporarily withdrawing MFN-treatment 
from Poland and Yugoslavia, and in refusing to 
handle the trade bill of 1966.101 

Some American business interests have, on the 
one hand, expressed a strong interest in principle 
in extended East-West trade. But they have not 
pressed the issue too hard, partly out of fear of 
public or private reactions, partly because the is- 
sue is not too important to them as much of the 
business can be handled by "back-door trade" 
in Europe. 

While much of the private boycotts and the 
hostility of organized labour is clearly motivated 
by strong anti-communist feelings, it is hard to 
avoid the impression that these feclings are more 
easily aroused when personal interests are in- 
volved. An editorial on the Longshoremen’s re- 
fusal to load wheat for the Soviet Union in Febru- 
ary 1964 summarized that “the unions’ positions 
appear to be: trade with the reds is immoral, but 
if there is going to be trade we want our people to 
handle it". And McKitterick said that "It would 
appear ... that American labour, like American 
business, is more concerned with defending and 
advancing its own competitive position than with 
the ideological and foreign policy aspects of East- 
West trade".105 

In trying to weigh all these confiicting tenden- 
cies, 1 would say that there has been some, but 
not any radical shift in the balance of forces be- 
tween different American attitudes to East-West 
trade. The emotional basis for the policy, and the 
lack of efficiency in achieving the professed goals 
for which trade discrimination has been used are 
becoming increasingly evident also in the United 
States. And as general East-West trade is grow- 
ing, the gains foregone by U.S. business may also 
be growing. Thus the Administration and many 
business circles are getting more and more inte- 
rested in correcting the situation. The general pub- 
lic, however, which retains much of the black- 
and-white attitudes on communism from an ear- 
lier phase of the Cold War, and which probably 
does not understand much of the issue, is still 
caught in the hard negative attitude toward “trade 
with the enemy". Congress is caught between 
these two fires, with some members trying to cor- 
rect the situation in order to improve the United 
States' foreign policy, while others are still living 


in the old atmosphere or do not dare risk losing 
votes by going against the remaining prejudices of 
their constituents. As McKitterick points out, the 
Fulbright hearings "also brought out the fact that 
many Senators and Congressmen still ‘need’ the 
image of monolithic communism in order to sup- 
port much of our foreign policy, particularly trade 
and aid policy."106 


In view of all this it is unlikely that any rapid 
changes in the American policy on East-West 
trade will come about. As the same observer has 
stated: The East-West trade "debate has been 
going on for nearly twenty years and probably 
will not be resolved for at least another 
twenty”.107 


Chapter Eleven. Rationality of the Present U.S. Embargo Policy 


I. INTRODUCTION 


We have followed the change in attitudes towards 
East-West trade and towards the embargo of 
some main policy-making and policy influencing 
groups in the United States. In this chapter, the 
rationality of the U.S. unilateral embargo policy 
after the middle of the 1950's will be discussed. 
The different reasons given for and against the 
liberalization of the trade, especially as regards 
the export controls, will be listed and their valid- 
ity investigated. Some of these reasons have been 
of importance since the beginning of the policy, 
others have been added later. 

A more thorough political study might combine 
these two arrangements into one comprehensive 
picture. If the political statements about the em- 
bargo restrictions from different quarters were 
systematically organized according to the reasons 
adduced for the standpoints taken, it might be 
possible to link the attitudes of different groups 
to definite beliefs on the rationality or lack of 
rationality of the embargo policy. Such a more 
detailed study cannot be undertaken here, but the 
framework for it will be outlined. 

The early American arguments for the em- 
bargo policy were generally related to a desire to 
slow down the growth of either the Soviet mili- 
tary machine or the strength of the communist 
economic system in general. The U.S. import 
restrictions in 1951 were also motivated by a de- 
sire to prevent the export of strategic goods from 
other Western nations by preventing the commu- 
nists from gaining a dollar surplus in the trade 
with the United States. 

Since 1954 the reasons used for and against the 
embargo restrictions have been many and varied. 


The spokesmen in favour of the policy have been 
able to adduce a great number of arguments in 
support of their position. However, they have 
rarely done more than advance the arguments. 
They have practically never discussed them in de- 
tail, or stopped to ask if the embargo restrictions 
are a valid or relevant means to achieve the ends 
implicit in their arguments. This lack of a careful 
means-ends discussion and the number and diver- 
sity of the arguments advanced for the embargo 
suggest that its spokesmen are eagerly searching 
for rationalizations to justify a policy which for 
unrevealed reasons, or possibly only a strong 
emotional attachment, they are unable to give up. 
This is a phenomenon which may illustrate Par- 
eto's ideas about basic "residues" hidden behind 
all the openly advanced explanations for a cer- 
tain line of conduct, which may only be pseudo- 
logical "derivations" for emotionally motivated 
actions.! 

Those who have been in favour of a liberaliza- 
tion of the U.S. restrictions have relied mainly 
upon the idea that a more flexible U.S. trade pol- 
icy will promote a loosening of the communist 
bloc. Before analysing this "polycentric" argu- 
ment, a systematization of the reasons against the 
policy will be attempted. Then each of these ar- 
guments will be taken up, and illustrated, and 
the question will be asked and tentatively an- 
swered as to whether the embargo policy as such 
is a rational means of attaining what its advocates 
adduce as their goal. 

Thus no attempt will be made to analyse the 
broader questions drawn up in the embargo con- 
text. The present competition between the United 
States and the Soviet Union in the underdeveloped 
nations, or the importance of the technological 
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element in the armaments race, for instance, are 
problems of great relevance. But it would be futile 
to treat them here with any claim to exhaustive- 
ness. The only problem considered below is 
whether the embargo policy as such can be used 
to affect this U.S.-Soviet competition in the un- 
derdeveloped nations, or in the armaments race. 

Such an analysis, which is rare in the Ameri- 
can discussion, is also important from a policy- 
making point of view. In making foreign policy, 
the desired ends should be well defined. If the 
policy-makers, in trying to realize these ends, false- 
ly imagine that some measures are effective in 
reaching them, they may come to rely so much 
on these pseudo-solutions to their problems that 
they neglect to search for other and more effec- 
tive measures. The preoccupation with the em- 
bargo restrictions in the United States may well 
have led to a certain neglect of ways of solving 
other problems, particularly the long-term prob- 
lems which for the foreseeable future are going 
to irritate East-West trade owing to the differen- 
ces between the organization of foreign trade in 
East and West. The section of U.S. bureaucracy 
that deals with the administration of the negative 
controls has become much larger than the sec- 
tion which is trying to find positive solutions to 
important problems. 

The arguments which are adduced by the de- 
fenders of the unilateral U.S. embargo policy may 
be systematized as follows: 


1. Soviet foreign trade as a political weapon. 
2. The risk of becoming dependent upon So- 

viet trade. 
3. Soviet competition in under-developed na- 

tions. 

a. The Soviet system as a model. 

b. The Soviet economic potential for 

aid. 

4. The Soviet lag in technology. 
5. Counteracting Soviet monopoly power in 

foreign trade. 
. The embargo as a bargaining instrument. 
. Efficiency of the Western Alliance. 
. Loss of momentum in the Soviet economy. 
The symbolic significance of the embargo. 


wars 


The first four of these arguments touch upon 
serious and unsolved problems; the next four are 
generally advanced as supplementary reasons. 
The last one may possibly be the most important 
of all when it comes to determining the position 
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of many U.S. policy-makers. In defining and dis- 
cussing these arguments, we shall in the follow- 
ing rely upon the statements made by Mose L. 
Harvey in his book on East-West Trade and 
United States Policy.? In spite of being a very un- 
academic book it summarizes in a comprehensive 
manner most of the ideas used in the American 
debate on the trade embargo. Moreover, the 
author has until recently been "a Senior Mem- 
ber of the Policy Planning Council of the De- 
partment of State, with special responsibility for 
policy matters relating to the U.S.S.R. and the 
communist world generally."3 His way of thinking 
must therefore have carried corresponding weight 
in the top policy-making circles in the State De- 
partment. 


II. SOVIET FOREIGN TRADE—A 
POLITICAL WEAPON? 


“The difficulty is that our adversaries, first and fore- 
most the USSR, treat foreign trade as a weapon, and 
an important weapon at that, in the continuing struggle 
they wage against us. Foreign trade policy for the com- 
munists is an clement in cold-war policy. This is the 
most elementary, and the most important, consideration 
to keep in mind as we look at our own trade policies."4 


This is a typical formulation of the basic as- 
sumption underlying almost all American, and 
many West European discussions of any aspect of 
East-West trade. The importance of this assump- 
tion for post-war East-West trade policy cannot 
be exaggerated. 

The assumption that the foreign trade of the 
Soviet Union and the other communist nations is 
treated as a political weapon in the cold war is 
built upon two facts and one belief, which are 
rarely explicitly formulated. 

The first fact is that the communist foreign- 
trade monopoly is constructed in a way which 
potentially subordinates all trade to political de- 
cisions. All foreign-trade decisions are taken in- 
side a hierarchic organization which is headed by 
the Soviet policy-making bodies. 

The second fact is that the communist deci- 
sion-making process with respect to foreign trade 
is unclear to Western observers. For many years, 
up to the middle of the 1950's, there was almost 
no official Eastern information available on this 
subject, and even what is known in 1967 is in- 
sufficient as a basis for any adequate opinion. 

From these two facts stems the belief that politi- 


cal elements often enter into communist foreign- 
trade decisions. This belief is strengthened by a 
few less important elements. In the past, for in- 
stance, the Soviet Union has undertaken a num- 
ber of foreign-trade actions which have clearly 
been motivated by political considerations.5 The 
official "Marxist" doctrine is that economics 
and politics cannot be separated. Nor does the 
“Marxist” theory of value provide any “objec- 
tive" criterion for making foreign-trade decisions, 
and there have thus been no obvious alternatives 
to political decisions, either in Eastern doctrine or 
in Western analyses of actual Eastern trade. Al- 
though these secondary elements are often ad- 
duced, at the heart of the assumption that Eastern 
foreign trade is used as a political weapon are the 
two stated facts and the central belief flowing 
from them. 

While the two facts are at present unam- 
biguous, the correctness of the belief is doubtful. 
That all foreign-trade decisions can potentially be 
taken at the top political level does not mean 
that they actually are taken at this level It is 
possible, and many West European observers be- 
lieve this to be the case, that most foreign-trade 
decisions in the Eastern countries are made on 
essentially economic grounds, even if these are 
not identical with the grounds applying in the 
West. In recent years the reforms carried out in 
the East and the actual behaviour of those operat- 
ing on the Western markets have strengthened 
this belief. 

An important task for anyone attempting an 
analytical study of East-West trade should be to 
establish some kind of a model for the way in 
which communist foreign-trade decisions in rea- 
lity are made, and on what level in the hierarchy 
and with the help of which criteria they are ar- 
rived at. Àn improvement of our "second fact", 
Western ignorance, will confirm or confute the 
beliefs currently held. Until this has been thor- 
oughly done, the current East-West trade debate 
will continue to be based on the assumption that 
communist foreign trade is often used as a politi- 
cal weapon in the international power struggle. 

In this context, however, the question is simply 
whether the Western embargo policy encourages 
or discourages the use of trade as a political 
weapon in the East. 

From the U.S. discussion it is obvious that the 
advocates of the present American foreign trade 
policy claim that they disapprove of politically 
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motivated foreign trade. But in using the embargo 
policy they are themselves resorting to the meth- 
ods of which they disapprove. The essence of 
the embargo is that the Western governments have 
acquired a control over nominally free trade, a 
control which is exercised on the basis of political 
decisions. Thus also the United States, at least 
since the imposition of the embargo controls in 
the late 1940's, has been conducting its foreign 
trade with Eastern Europe in accordance with 
political objectives. U.S. foreign trade has thus 
been and still is a political weapon. 

The principle that trade with the East should 
be politically motivated is today widely accepted 
in the United States. In an article by Raymond 
Vernon on "A Trade Policy for the 1960's"8 the 
basic principle is stated as "There is not much 
doubt that the principle contribution which an 
appropriate trade policy for the United States has 
to make in the 1960's is political rather than 
economic". Vernon also argues in favour of a 
government trade policy which would “afford 
the means for admitting products like Icelandic 
fish or Egyptian cotton at those critical moments 
when such a step could ward off the possibility 
of Soviet penetration into the economies of 
friendly countries." Vernon has here chosen two 
of the main examples which have been used to 
justify the outcries against the Soviet Union for 
using trade as a political weapon.8 

Another and considerably more important 
example is the so-called Miller Report,? ie. the 
special report to President Johnson on East-West 
trade which was given considerable publicity in 
1965. In the introduction to this report it is said 
that within the European communist countries 
"we seek to encourage independence from So- 
viet domination and a rebuilding of historical ties 
with the West. In each of these countries, includ- 
ing the U.S.S.R., we seek an opening up of the 
society and a continuing decentralization of 
power. ... We must look at our trade policies 
toward European Communist countries in that 
broad context. Trade is a tactical tool to be used 
with other policy instruments for pursuing our na- 
tional objectives.” 

Even if this report advocates increased flexi- 
bility in the trade in “peaceful” goods, including 
more flexible licensing policies and an extension 
of the most-favoured-nation treatment, it always 
comes back to the thesis that trade should be 
conducted for political and not for economic pur- 
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poses? that trade should be used as a strong 
bargaining weapon for political concessions,!! and 
that it should be offered or withheld, or restric- 
tions removed or reimposed, in accordance with 
the development of the political situation in in- 
dividual European communist nations.!2 

The simple fact is that not only the Eastern 
but also the Western nations have for a long time 
been conducting East-West trade on essentially 
political lines.18 This has obviously been the case 
for the last twenty years, when the embargo pol- 
icy has functioned. But it goes even further back, 
to the very beginning of communist Russia, 
when Western governments were trying to use 
their foreign economic relations for the political 
purpose of helping to overthrow the bolsheviks. 
The following summary by a Western specialist 
may serve to illustrate the memories that are still 
often taken up in Soviet literature: 


"The hostile attitude of the outside world to 
the Soviet régime in the early years, and the un- 
willingness to maintain diplomatic or even eco- 
nomic relations with the USSR, are well known. 
The proclamation of an economic blockade of the 
RSFSR came as an answer to the October Revo- 
lution and the peace treaty of Brest-Litovsk. This 
involved the blockade of Soviet ports and land 
Írontiers, the frequent seizure of, and embargo 
on, goods and ships sent abroad by the Soviet 
Government, and difficulties with, and often the 
refusal of, admission of Soviet trade representa- 
tives and agents in certain countries. A ‘gold 
blockade’ was imposed by foreign banks and big 
firms which refused to accept payment in gold 
from the Soviet Government or else accepted it 
only at a discount of 25 per cent. Numerous other 
discriminatory prohibitions and restrictions were 
directed against the foreign trade of the RSFSR".!4 


The result of past experience and of contem- 
porary policies in both East and West is that we 
are faced by a strong mutual suspicion that the 
"other" side is using foreign trade for political 
purposes. Each side is primarily preoccupied with 
the "faults" of the “other” side, and tries to 
build up, or to maintain, defences against politi- 
cal interference. The embargo policy may thus in 
the West be seen as such a defensive measure. But 
from the Soviet side it is seen not as a defensive 
action, but as an aggressive act directed against 
the Soviet economic and political system.15 
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Thus the two sides have for a long time been 
caught in a vicious circle, where the embargo pol- 
icy has been one of the elements which has con- 
tributed to a deterioration of the circular causa- 
tion. A retention of the embargo policy is likely 
to fortify the Soviet notion that U.S. trade is a 
political weapon. There are thus no grounds for 
the belief that its continuation will make the 
Soviet Union refrain from political trade ma- 
noeuvres. 

However, the embargo policy is only a small, 
and not too important a question in this com- 
plex problem. The solution to it must take a more 
positive form. A first approach might be to real- 
ize the consultative procedures which for several 
years have been discussed in the Economic Com- 
mission for Europe. In such consultations alleged 
acts of illegitimate political interference in East- 
West trade might be discussed in a practical man- 
ner, and safeguards against future misunderstand- 
ings might be constructed. 


III. THE RISK OF BECOMING 
DEPENDENT UPON SOVIET TRADE 


“The (restrictive trade) policy has furnished the frame- 
work for a direct and continuing effort on the part of 
the U.S. to build up an understanding among the author- 
ities of vulnerable countries of the dangers inherent in 
indiscriminate trade and related contacts with communist 
regimes, and to induce them to hold themselves aloof 
from such contacts."16 


The risks of dependency on trade with the 
communist nations is an argument which has fre- 
quently been put forward in recent years. For 
Western imports such a dependency entails the 
risk that the Soviet authorities will cut off deliv- 
eries of commodities on which the Western econ- 
omies have come to rely. On the Western export 
side it entails the danger that some particular in- 
dustries may become so dependent on the Soviet 
market that a sudden cessation of Soviet import 
would hurt them considerably. 

These arguments are mainly advanced in the 
context of Eastern trade with the underdeveloped 
countries. But they have also been advanced 
with respect to the trade between Eastern and 
Western Europe. The United States has been ac- 
tively concerned about the possibility that the 
West European nations might become too depend- 
ent on Soviet oil exports. The special issue of 


East-West competition on oil will be treated sepa- 
rately in the next chapter. 

Here we may take a look at the general vali- 
dity of this argument as a reason for maintain- 
ing or changing export controls. 

Controls over Western exports do exist. But 
they have not been devised for the purpose of 
preventing Western cconomic interests from be- 
coming dependent on communist markets. The 
risk of becoming too dependent on a particular 
export market is a general phenomenon which 
businessmen often have to face in making invest- 
ment-decisions. It may be said that such risks are 
unusually great in trade with the Eastern mono- 
polies, as they can become such dominant custo- 
mers. But even this is doubtful, as will be ex- 
plained in section VI:1 below. However, these 
risk-problems have traditionally been solved in the 
West by the leaders of private industry or busi- 
ness, Neither are there special reasons to believe 
that these interests are not able to estimate the 
risk of becoming dependent on the Eastern mar- 
kets equally as well as they can judge the Western 
markets, nor has such an inability been put for- 
ward as a reason for the existing export controls 
even in American discussion. 

Special import restrictions against the East do 
not exist to any great extent in Western Europe, 
except in the oil sector. They do exist in the 
United States, but it has never been seriously sta- 
ted that the reason for them was that the 
United States was tending to become too depend- 
ent on exports from the communist nations. 
Neither the present U.S. export nor import con- 
trols exist because of the dependency-argument. 
We must then consider the effects which may be 
expected from a change in the embargo restric- 
tions, and to ask whether such effects can give 
any validity to this argument. 

lf we assume that existing export controls were 
completely removed, it seems reasonable to expect 
that East-West trade would increase somewhat in 
Europe and much, perhaps by one billion dol- 
lars,!? in the United States. Thus some increased 
dependency might ensue. 

Likewise, if we assume that all existing import 
controls were removed, some increased trade 
would follow in Europe, particularly in the oil 
sector, and a relatively greater increase could be 
expected for the United States. Also here the de- 
pendency would increase. 

The dependency is, however, mutual, as long 


as trade is approximately balanced. Besides, most 
of the trade increase would develop between the 
United States and the communist nations, as ex- 
isting controls are most severe in this area. Even 
if this trade expansion was several hundred per- 
cent, the Eastern share of the American market 
would, in both export and import, be of infini- 
tesimal importance for the total U.S. economy. 
Some of this trade increase for the United States 
may also occur at the expense of the back-door 
trade now going on in Europe, as a result of the 
unilateral American restrictions. If this happens, 
the risks of dependency will be better shared be- 
tween the United States and Western Europe, 
which will tend to somewhat counteract the in- 
creased risks of dependency on account of the 
removal of all restrictions. 

If we now assume that existing restrictions are 
much extended we will witness a fall in East-West 
trade for the regions where the new extensions 
apply. We are then led back to one of the original 
West European arguments in the embargo policy, 
which has never been disproved, namely that 
trade is of mutual benefit, and restrictions should 
be validated by showing that specific "net advan- 
tages" result. This is valid for the extension of both 
export and import restrictions. So long as such net 
advantages are not shown, the dependency argu- 
ment thus cannot rationally be used to defend ex- 
tensions of the embargo lists. 

Two inconsistencies between the dependency 
argument and two other common arguments in 
the East-West trade discussion should also be 
noted. The Eastern countries are commonly and 
disapprovingly accused of carrying on a policy of 
autarky. To argue that the West should keep 
down trade in order not to become too dependent 
on the East amounts to an approval for the West 
of the policy that is disapproved of for the East, 
which is being inconsistent. It is also commonly 
said in the West that the low level of East-West 
trade exists because the Eastern countries have 
a very small export potential and very little to 
offer that the developed Western countries are 
interested in buying. If this is true the risks of 
becoming too dependent on the Eastern exports 
cannot at the same time be said to be great. The 
two arguments are mutually exclusive. 

The reasoning above has been based on the 
assumption that the Soviet Union does not try 
to exploit any existing Western dependency. But 
assume that the Soviet Union would try to do so, 


115 


Table 11-1. Share of East-West trade in total trade of the areas (in per cent) 


Exports Imports 
Area 1960 1965 1966 1960 1965 1966 
Ali developed market 3.3 3.6 3.8 32 3.4 3.5 
economy countries 

Western Europe 4.6 4.1 44 44 42 4.4 

North America 0.9 1.5 1.9 0.5 0.6 0.7 

Australia, New Zealand 4.8 7.8 44 0.8 1.2 1.0 

Japan 1.8 5.7 6.1 2.6 6.1 6.9 

11 socialist countries 17.4 19.3 21.5 18.5 214 24.0 
Socialist countries 

of Eastern Europe 18.0 18.5 20.3 I 19.0 21.3 

21.5 32.8 1 43.1 46.4 


China 13.9 


i ———————————————— 


Source: UNCTAD: TD/B/128/Add 3. 21 July 1967, p. 5. 


for instance, in a political crisis. If such a poli- 
tically directed trade black-mail would occur, the 
assumption that the West would respond by in- 
creasing their trade controls seems, on post-war 
experience, to be justified. Then the question 
arises: which side is most dependent on the East- 
West trade? 

The figures in table 11-1 unequivocally indi- 
cate that Eastern Europe stands to lose much 
more than the Western areas if trade should stop. 
Thus, on the likely assumption that the West 
would react in the same way as the East, the prob- 
ability that the East would try to use any West- 
ern dependency on Eastern trade unfairly appears 
to be very small. The dependency argument, if it 
has any rational validity whatsoever today, seems 
to be much more valid for the East European 
side. 

As the Western combined GNPs are greater 
than the combined Eastern GNPs, and conse- 
quently as an equal absolute trade increase ties 
down relatively more of the internal Eastern re- 
sources, the argument could be reversed in the 
West stating that the more trade we get, the great- 
er will be the Eastern economic dependency on 
the trade.18 


IV. SOVIET COMPETITION IN 
UNDERDEVELOPED NATIONS 


During recent years the Soviet competition in the 
underdeveloped world has constantly been drawn 
into the discussion about the relaxation of East- 
West trade controls. Serious fears about this 
competition appeared in this context as early as 


116 


1957-58.18 One reason for these worries may 
have been the U.S, dependence on the import of 
a wide range of raw materials from the under- 
developed nations. "When we turn to the eco- 
nomics of defense, the American national interest 
in a friendly arrangement with underdeveloped 
countries so as to mobilize their material resources 
for the strengthening of the free world may fairly 
be called a 'vital' interest—one on which our very 
survival as a free people may depend", states 
one close American observer.?? 

lt is, however, necessary to keep separate the 
general issue of East-West trade in relation to 
the underdeveloped nations, and the issue of the 
U.S. export embargo restrictions. lt is obvious 
that a conscious general trade policy can be used 
to disturb Soviet and strengthen American trade 
with these nations, but it is doubtful if the em- 
bargo is a good means to achieve this. 

The Soviet competition in the underdeveloped 
nations takes two general forms. On the one hand 
the Soviet Union tries, like the United States, to 
win friends and influence people by giving them 
foreign aid.?! On the other hand, the country can 
compete with the Western systems as a model for 
economic development, by making "the Soviet 
Union into an attractive example for the rest of 
the world ... by displaying a high standard of 
living, brilliant scientific achievements, and the 
ability to produce goods of the best quality 
quickly and in a businesslike manner.”?2 

The United States can thus either try to de- 
crease the Soviet economic potential for giving 
foreign aid, or it can decrease the value of the 
Soviet Union as a model for economic develop- 
ment. 


It is hard to see how the present export re- 
strictions can affect either of these two points. 
Their economic effects on the Soviet Union are 
infinitesimal. There is very little the Soviet Union 
cannot buy from Western Europe or Japan, or 
through back-door trade from the United States 
itself. 

By increasing the embargo lists in the whole 
Cocom area, and by concentrating on those 
bottle-neck commodities which are necessary for 
a good execution of the Soviet aid programmes it 
might be possible to some marginal degree to af- 
fect the aid programme. But, as usual, this leads 
back to the problem of net benefits from aid. The 
West Europeans also would take a marginal eco- 
nomic loss, which will decrease their ability to 
Rive economic aid. Besides, there are no political 
indications that the West European governments 
are prepared to accept such a policy. Moreover, 
the underdeveloped countries will evidently be 
harmed by such a policy, which would provide 
the Soviet Union with excellent propaganda ma- 
terial.?3 

The same reasoning largely applies also to at- 
tempts to decrease the value of the communist 
system as a mode! of development. This can only 
be done through export restrictions, by decreas- 
ing the Soviet rate of economic progress through 
limiting the benefits from the international divi- 
sion of trade. But that would, as always, also af- 
fect the West European nations, who are parts of 
the alternative model. The relative position of 
the two competing models, if one may speak of 
such, may not change, while everyone, both the 
two models and the aid receivers, may lose, even 
if by negligible amounts. 

The irrelevance of the present export controls 
for the issue of Soviet foreign aid and trade is in- 
directly indicated by the fact that the specialized 
literature on this subject never treats the em- 
bargo problem. Even such a comprehensive book 
as Marshall Goldman's Soviet Foreign Aid does 
not take up the embargo problems.?* 

'Thus the conclusion must be that from the 
purely economic point of view the embargo re- 
strictions as such are not well suited to counter- 
acting Soviet competition in the underdeveloped 
parts of the world. Moreover, they may actually 
be harmful for the Western side, in providing 
propaganda material for the communist system. 

The Soviet Union has long claimed that there 
are always political ties to American foreign aid. 


As long as the Battle Act remains in force these 
accusations are formally true. The propaganda 
value that the communists might get out of this 
fact could be equally as great as the value of the 
anti-communist trade cooperation that the United 
States might possibly gain in the underdeveloped 
nations. "Such discrimination enables the Soviet 
Union to ridicule the mighty and powerful United 
States as fearful of selling the Soviet Union any- 
thing but toothbrushes and laxatives."25 

Furthermore, the value of the Soviet model 
may not be decreased, but increased, in the un- 
derdeveloped countries by the embargo regula- 
tions. The Soviet propaganda can point to an im- 
pressive rate of economic growth since 1917, 
especially during the periods of peace in Russia, 
and they can claim that this rate of growth has 
been attained not only without Western help but 
in spite of several Western attempts, e.g. the em- 
bargo policy, to harm the Soviet economy. In 
many of the underdeveloped nations, who are hy- 
persensitive about their independence, this may be 
a forceful argument. 

Thus the value of the embargo restrictions for 
counteracting Soviet competition in underdevel- 
oped nations is, to say the least, doubtful. This, 
however, does not imply that a trade policy can- 
not be devised which would decrease Soviet trade 
with the underdeveloped world, but other instru- 
ments should be used. The U.S. policy makers 
could, for instance, consider the possibilities to 
Change the terms of trade in Soviet trade with un- 
derdeveloped nations against the Soviet Union, by 
being prepared to undersell Soviet exports to and 
overpay potential Soviet imports from the under- 
developed nations. 


V. THE SOVIET LAG IN TECHNOLOGY 


1. The problem 


"Economic competition as the Soviets are conducting it 
on the home front is thus basically a race for techno- 
logical preeminence. The greatest source of danger to the 
U.S. in this competition is that the Soviets may succeed 
in achieving some sort of technological break-through, or 
such a massive overall advance in the technological field 
as to enable them to effect a broad quantum jump to 
another power stage—one that might, as the Soviets so 
fervently hope, put them at long last ahead of the United 
States, and therewith bring a shift in their favour in the 
balance of true strategic power. In fact, given the very 
real limitations under which the Soviets must currently 
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Operate in other facets of the struggle they are waging 
for world supremacy, this may well be the greatest single 
danger from them that the United States faces".20 


The desire to prevent the Soviet Union from 
catching up in the technological race is perhaps 
the most important argument for maintaining an 
embargo policy, and perhaps also the most dif- 
ficult one to analyse. The present embargo restric- 
tions, both in Cocom and unilaterally in the Uni- 
ted States, are to a large extent motivated by the 
desire to maintain the Western technological lead. 
While the Europeans, here as elsewhere, only 
wanted to restrict the sale of military technology, 
the Americans wanted to restrict the sale also of 
other technology, e.g. agricultural, on the theory 
that this would put a strain in the Soviet Union 
on the supply of the factors of production which 
create technological progress. 

The diplomatic impression of the American po- 
sition can be represented by the U.S. Secretary of 
State. Dean Rusk, who in 1964 stated that “we 
have developed a policy of selective controls on 
trade with the Soviet Union. The hard core of 
that policy is a program of denying to the USSR 
commodities, weapons, and technology of direct 
military significance.”** The reality of these “se- 
lective controls” of "technology of direct mili- 
tary significance” was that even peaceful, agri- 
cultural technology was included. This fact was 
defended, on the same occasion, by the U.S. Sec- 
retary of Agriculture, Orville L. Freeman, in the 
following way: “Making our peaceful technology 
available would have the effect of releasing their 
scientists, engineers, and technicians for work on 
other and perhaps less peaceful projects. It would 
materially shorten the time needed for research 
and development, and could substantially increase 
their economic potential. It could hasten the time 
when the Communists could more effectively in- 
filtrate and influence the developing and uncom- 
mitted countries through aid programs. It could 
enhance their ability to provide economic aid to 
such countries as Cuba without also imposing un- 
acceptable deprivations on their own people in 
the Soviet Union."?5 

The fact is that the United States has believed 
that its technical superiority is an important fac- 
tor in the general power balance from the begin- 
ning of the Cold War. This issue was at the very 
center of the debate about the sharing of atomic 
secrets with the Soviet Union already in 1944 to 
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194729 Combined with this was a second belief 
that this technical superiority could be main- 
tained, partly by refusing the Soviet Union the 
possibility to import goods and blueprints embod- 
ying Western technique. In this section we can 
only illustrate the first belief, which is outside the 
scope of our subject. The main concern will be 
with the second belief, that it is possible to stop 
or slow down Soviet technical development by 
preventing the exports of goods and blueprints. 


2. The position of technology in power politics 


Before going into an analysis of the embargo on 
technological data, a reminder should be added on 
the great importance that is given to the factor of 
technology in the present thinking on national se- 
curity, foreign affairs and economic development. 
In some modern readers on American policy in 
these fields, the issue of technology is constantly 
touched upon.? The problems of the technologi- 
cal developments of new weapon systems, and 
especially the fear that the adversary, or the hope 
that “we ourselves" can achieve a so-called techno- 
logical break-through, are given a predominant 
place in the present discussions. 

In a textbook on international politics, with the 
chairman of the social sciences department of the 
U.S. Military Academy as co-author, technology 
along with population, geography and economics 
are chosen as the four main "objective" factors 
of international relations.3! The fact that the So- 
viet leaders are also well aware of the importance 
of science and technology is clearly indicated in a 
number of Western studies.3? 

In analysing the main factors of economic 
growth it is well-known that what is often called 
the "technical" factor has come to assume an 
increasing importance during recent years. Sev- 
eral theoretical growth models have centered 
around the technical development, and in actual 
measurements of the growth achieved, the “tech- 
nical factor" has, together with the labour and 
capital inputs, been a main variable in the pro- 
duction functions, albeit of a very residual char- 
acter. 

From these considerations of security, interna- 
tional power politics, and economic growth, it is 
easy to understand that the relative position in 
technical development between the two superpow- 
ers has been a major concern of the policy plan- 
ners on both sides. 


It should be observed that the Soviet side puts 
just as much stress on the importance of the tech- 
nological factor in both economic and military 
progress. On this point there is no difference be- 
tween the two sides.38 


3, The economic motive for an embargo 
on technology 


Except for the general motives of power politics 
for the embargo restrictions there have been a 
couple of reinforcing, but less conspicuous mo- 
tives of an economic character. 

The Russian economy was comparatively back- 
ward when the communists took over. The high 
rates of growth that were achieved during the 
different planning periods, both before and after 
the war, have in the West been explained partly 
by the import of Western technology into the 
Soviet Union. This image has been repeated time 
and time again, not only in widespread textbooks 
on the Soviet economy,?4 but also in more 
authoritative research works.25 In Congressional 
papers the great importance of the imported West- 
ern technology for the Soviet growth is taken as 
an unquestionable axiom.36 When this image is 
combined with a desire to slow down the Soviet 
growth, it is natural that efforts are undertaken to 
restrict the flow of Western technique to the com- 
munist nations. 

This desire has been strongly reinforced by the 
Soviet refusal to join the international conven- 
tions protecting immaterial property rights. So- 
called industrial espionage has always been com- 
mon, even on an international scale. Japan is a 
famous example. But the unrestricted exploitation 
of the fruits of this espionage has in most cases 
been hampered by the membership of the inter- 
national copyright and patent conventions. In the 
case of Eastern Europe, until recently,?7 no re- 
strictions of this sort have existed and, from the 
Western point of view, the "stealing" of tech- 
nique has been carried out on a massive scale. 
The communist notion of technical knowledge as 
a more or less "free commodity" has been firmly 
rejected by the West. 


4. The realism of the technological embargo 


A. The question 
Let us now pose our question with regard to the 
technological aspects of the embargo policy: to 
what extent is it possible to slow down the rate of 


technological development in the Soviet Union by 
not allowing that country to buy prototypes and 
blue-prints? 

Before trying to answer this question, it should 
be pointed out that the efforts to restrict the ex- 
port of prototypes and blue-prints of a large num- 
ber of goods from reaching the Soviet Union are 
probably not too effective. We have elsewhere 
discussed the many loop-holes of the embargo on 
commodities. All these are equally valid for the 
present problem, and to them are added a number 
of other ways of circumventing the restrictions. 
While tons of copper are rather cumbersome to 
smuggle, small but vital parts for machines, for 
example in the electronic field, and heaps of blue- 
prints can easily be sent with the diplomatic mail 
bags. Industrial or trade delegations from the 
communist countries may pick up lots of useful 
informaton during their visits to the West. It is 
generally known, and complained about by the 
F.B.L,38 how very well prepared these delegations 
usually are. Besides the American policy on this 
point has only been followed to a small extent 
in Western Europe. 

Many of the industrial secrets which have been 
exported from the U.S.A. to Western Europe have 
probably in one way or another been revealed to 
the communists. Thus the realism in the Ameri- 
can endeavours, on this account, does not appear 
to be great. But let us assume for the moment 
that the technological embargo was fool-proof. 
Would it then materially slow down the rate of 
technological developments in the Soviet Union? 


B. The process of technological progress 


In order to be able to give even a vague answer 
to this question we must investigate the techno- 
logical process itself. We would like to know 
which factors contribute to technological pro- 
gress, and how the rate of the technological devel- 
opment process can be affected. 

Following the specialized literature, we can 
assume that technological progress is a result of 
three main factors of input: capital, labour and 
already available technology.39 

The American embargo on technological data 
is directed exclusively to the last element. This 
embargo has no direct effect on the Soviet supply 
of technical labour, and none, or an infinitesimal 
one, on the Soviet supply of capital to the techno- 
logical development sector. Indeed, the embargo 
may have had the indirect effect of prompting 
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a Soviet political decision to allocate both more 
capital and more labour to this sector. On the 
other hand, the embargo has denied the Soviet 
Union technique that has been available outside 
of the country, lowering the level of available 
technology from abroad and forcing the Soviet 
economy to rely more on the domestic technical 
level. 

To what extent is there an interchangeability 
between capital and labour, on the one hand, and 
available technology on the other? We can answer 
with little more than guesses. But the mere fact 
that in the sector of priority, inside the military 
technology, the Soviet Union has been able not 
only to catch up with the American technical 
standard, but on occasions, e.g. the first Sputnik, 
also to surpass it, indicates that a high input of 
capital and labour, together with the technical in- 
formation which is generally available internation- 
ally, can compensate for a lower initial level of in- 
ternally available technology. The fact that China, 
from an initially very backward technology and 
with relatively little Soviet help, by putting per- 
haps some 2 percent of the GNP'? and probably 
its best cadre of engineers and a few American- 
trained scientists into the Bomb-production, could 
rather quickly produce an atomic bomb, points in 
the same direction. 

If it is assumed that the possibilities for substi- 
tution between the three factors is high, and that 
the U.S. embargo programme had some adverse 
effects on the available technology, then this gen- 
eral observation suggests that the effects on the 
third factor may have to some extent been coun- 
teracted by increasing the inputs of the first two 
factors. 

We would also be interested in getting to under- 
stand something about the magnitudes of the costs 
of this substitution. But the fact seems to be that 
the existing knowledge about the relative weight 
of capital, labour, and available technology in 
our production function, and about the cost of 
substituting one factor for another,*! is small or 
non-existent. The close interdependence of the 
three factors is also troublesome. The dynamic 
nature of the function, with the achieved techni- 
cal level as a determinant of the technical devel- 
opment, is another complication. Even guesses as 
to the quantitative values to be imputed at a spe- 
cial point of time to our variables, would appear 
preposterous. This avenue is therefore closed to 
us. 
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C. The R and D process 

In order to be able to understand what the Ameri- 
can politicians have tried to stop from being ex- 
ported to the Soviet Union, we had better choose 
an alternative road and look into what is com- 
monly called the R and D, or research and de- 
velopment process. In the R and D process the 
technical progress is created, and the result of 
R and D that at each point of time has been 
achieved, is the available technology that is fed 
into the further process. Our interest is to find 
out what has been, and what has not been, avail- 
able to the communists inside this process. 

Technical development is conventionally bro- 
ken down into basic research, applied research, 
and development work.*? In the United States the 
National Science Foundation has stated some de- 
finitions, which have been widely accepted for sta- 
tistical purposes. Basic or fundamental research in 
industry is defined as "Research projects which 
represent original investigation for the advance- 
ment of scientific knowledge and which do not 
have specific commercial objectives, although they 
may be in fields of present or potential interest to 
the reporting company." Applied research is de- 
fined as "Research projects which represent in- 
vestigation directed to discovery of new scienti- 
fic knowledge and which have specific commer- 
cial objectives with respect to either products or 
processes", Note that this definition of applied re- 
search differs from the definition of basic re- 
search chiefly in terms of the objectives of the 
reporting company. Development is understood as 
"Technical activity concerned with non-routine 
problems which are encountered in translating re- 
search findings or other general scientific knowl- 
edge into products or processes", including "en- 
gineering activity required to advance the design 
of a product or a process to the point where it 
meets specific functional and economic require- 
ments and can be turned over to manufacturing 
units" 3 

Table 11-2 provides us with some estimates of 
essential R and D figures, which, according to 
their author, "may safely be said [to] con- 
stitute the best set of estimates of R and D ex- 
penditures running back to the year 1945, which 
is extant, because it is, as far as we know, the 
only set of such estimates." 5 

From this table a few observations of interest 
to the cold war economy are immediately forth- 
coming. First, the expansion of the government in 


Table 11-2, Basic data on R and D-work in the United States, 1945-1959 


Source of funds, Percentage 


Agencies Performing the Work Types of Research 


Total U.S. of total Percentage of total Projects. Percentage 
Rand D of total work performed 
expenditures In- Govern- Colleges and In- Govern- Colleges and. ———————————— 
in mill of dustry ment other in- dustry ment other insti- Basic Applied 
Year dollars stitutions tutions R R D 
1930's* 70 14 16 ap. the same as the 1950's 
1945 1.8 50 44 6 67 22 11 10 24 66 
1946 24 48 48 4 67 19 14 11 25 64 
1947 2.7 48 48 4 70 19 n 10 24 66 
1948 3.1 45 52 3 71 19 10 9 24 67 
1949 3.1 45 52 3 71 19 10 9 24 67 
1950 3.4 44 53 3 "1 20 9 9 24 67 
195] 4.0 45 50 5 70 20 10 9 24 67 
1952 4.5 44 51 5 69 20 11 9 24 67 
1953 4.9 45 51 4 69 21 10 9 23 68 
1954 5.5 44 51 5 69 20 II 9 24 67 
1955 6.3 40 56 4 68 19 13 9 24 67 
1956 8.4 37 60 3 "a" 7 12 9 23 68 
1957 10.0 35 62 3 72 16 12 9 23 68 
1958 11.0 36 61 3 74 14 12 8 23 69 
1959 12.0 37 60 3 76 13 11 8 22 70 


Source: Dexter M. Keezer: The outlook for expenditures on research and development during the next decade. AER, no 


2, May 1960 pp. 355 f, tables 1-3. 


* NBER: The Rate and Direction of Inventive Activity: Economic and Social Factors. Princeton U.P. pp. 591 and 593. 


the R and D field during the post-war years re- 
flects the cold-war expenditures. Of 7 billion dol- 
lars expended on R and D in 1959 by the federal 
government, some 6 billion were connected, in 
one way or another, with the defence pro- 
gramme.!9 Secondly, most of this expenditure is 
channelled through industry in the actual perform- 
ance of the R and D work. These expenditures 
are concentrated, with e.g. 92 per cent of them 
Boing to four industries in 1956: 56 per cent to 
aircraft and parts, 23 to electrical equipment, 8 to 
machinery and 3 to professional and scientific in- 
struments.!? Thirdly, approximately two thirds of 
the total expenditures go to development, and less 
than one tenth to basic research. 


D. Nature and availability of 
the R and D ouput 


What is interesting from the Soviet point of view 
is the nature of the output of these different ac- 
tivities, and their availability. Let us venture some 
broad generalizations about this. 

The nature of the outputs of basic research, 
which to somewhat more than 50 per cent has 
been done in colleges and other institutions,f3 is 
mainly theoretical formulas which are embodied 
in research papers and in laboratory equipment. 


The same may be true of the result of the ap- 
plied research, but probably with a greater propor- 
tion of the output in laboratory equipment, as 
understood in a wide sense. Development, on the 
other hand, is concerned with producing actual 
goods or includes, in the NSF's definition, "de- 
Sign, construction, and testing of pre-production 
prototypes and models and engineering follow- 
through in the early production phase.'"!9 The fi- 
nal outcome of the development process is the 
commodity to be sold on the market or delivered 
to the defence establishment, Both in the applied 
and the development stages the application for 
patents is an important element of "output", so 
important that the number of patents is used as 
a main economic measure of inventive activity. 

It is more difficult to generalize about the avail- 
ability of these outputs to outsiders. The basic 
and applied research which is presented to the 
scientific community is usually presented in a way 
which makes it free for everybody to use. This is 
especially true for the universities and similar 
institutions. Here it is, moreover, a high standard 
of scientific behaviour to present the results in 
such a way that the experiments or the logic of 
the reasoning can be reproduced by others 
wanting to control the results. In this process the 
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Table 11-3. Availability of U.S. R& D 
a 


Ap. amount of 
total R and D 


Source of Work done Degree of during 1945-59 
funds by availability % 
————————————————ÓÉ——— 
Government Government Top secret 15-20 
Government Industry General outline 25-35 

Industry Industry Full 35-45 
Government Colleges General outline 5- 9 

Colleges Colleges Full 3- 5 


nature of the laboratory equipment used is also 
revealed to the international scientific community. 

The providing of government funds for re- 
search in universities in fields which are sensitive 
from the military point of view may have changed 
this situation to a considerable degree. Many 
of the results of the basic research are probably 
going from the laboratories to the government 
with stamps of "top secret" on them. However, 
the general nature of the work, the areas where 
efforts are concentrated, etc., are probably getting 
to be so well-known in such wide circles that it 
reaches and can be understood by the Soviet in- 
telligence. The time lag effects of the secrecy 
should, however, not be underestimated in the 
fields where top secrecy is applied. 

The results of the development process, which 
to some 70 to 80 per cent has been handled by 
industry,5! are being kept as an industrial secret 
by the developing company until that process is 
finished, a patent can be obtained, and the new 
goods or processes can be commercially exploited 
on the market. 

When a patent is applied for, the commodity 
or process must be described so accurately that it 
can be understood. As the patent registers are gen- 
erally available to the public, this is an important 
source of scientific information, which the com- 
munists also can make use of. Most countries, if 
not all, do, however, have restrictions on patents 
of "defence interests" which are kept secret and 
cannot be scrutinized by outsiders.5? 

To the extent that a commodity is put on the 
market the scientific knowledge embodied therein, 
is, with a certain delay, freely obtainable by those 
who can buy it and analyze it. 

"Those commodities which are produced for the 
military sector are in principle kept secret, but the 
producing companies, wanting to exploit the com- 
mercial good-will of their relations with the Pen- 
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tagon, often press for some publication. This re- 
sults in "company press releases (approved, of 
course, by the military agencies) describing in de- 
tail technical features and accomplishments of 
their development efforts. Such releases are pub- 
lished readily by trade magazines anxious to re- 
port the newest devclopment in their fields, and 
the result is a substantial literature on otherwise 
secret weapon programs". 53 

On the assumption that in the short run R and 
D-work financed and done by the government is 
top secret, that R and D financed by government 
but carried out by industry or colleges is becom- 
ing known in general outlines, that R and D both 
financed and carried out by industry or colleges 
is known in full, and, furthermore, that results of 
the R and D process are proportional to the cost 
of the work performed, we can construct from 
table 11-2, table 11-3. 

If the assumptions are approximately valid the 
conclusion from this table is that any seriously in- 
terested person in the United States is probably in 
a position to obtain information about some 38- 
50 per cent of all R and D-results, and get the 
general outlines of the results of some 30-44 per 
cent, with only some 15-20 per cent of all R and 
D in the country kept top secret. 


E. The efficiency of the technological embargo 


We can now venture a few general conclusions 
about the embargo policy on technical data. 

The R and D-results which are kept top-secret, 
and those which are available only in the form of 
general information in the technical or business 
press, are those which are connected to military 
matters. No country in the West wants to permit 
unrestricted trade of such information. Here the 
embargo may be rather efficient in preventing 
Soviet scientists from getting hold of details and 
helpful suggestions about the production proces- 
ses. But the parallel development of the Ameri- 
can and the Soviet defence technologies during 
the post-war period indicates that neither the em- 
bargo nor any other measures have made such 
a secrecy possible that a new weapon system 
could be developed as far as an operational stage 
without the other side knowing about it well in 
advance. 

There is furthermore no doubt that the Soviet 
intelligence agents, once they have acquired the 
information inside the United States, have also 


been able to get this type of general information 
out of the country. 

On the commercial side, however, where the 
intra-Western conflict is acute, the embargo pol- 
icy is likely to have been rather ineffective. 
Those 38-50 per cent of all U.S. R and D-re- 
sults which may be known in full inside the Unit- 
ed States in the form of prototypes, patent de- 
scriptions or commodites constitute the main 
bulk of commercial technology that may interest 
the Soviet Union. Even if it may be rather dif- 
ficult to export big prototypes, it seems likely that 
most of these data in one way or another can be 
collected and exported by the communists in a 
form which is helpful to Soviet R and D-work. 
Besides, much of this commercial information 
reaches Western Europe, where, in spite of U.S. 
prohibitions to reexport to the communist coun- 
tries, it is more easily accessible to the commu- 
nists. 

There is a border-area between military and 
commercial commodities which should be of par- 
ticular interest to the Soviet Union, namely the 
so-called “spin-offs", or commercially exploit- 
able results of the weapon systems.5! The em- 
bargo policy may have had some of the desired 
effects inside this border-area. 


F. The issue of lead-time 


So far we have only been talking about the gene- 
ral availability of the results of the R and D pro- 
cess, and found justifications to believe that the 
embargo policy was partially effective inside the 
military area but largely ineffective inside the 
commercial area. Another justification for the pol- 
icy is the technological delays that are caused 
by the embargo in the Soviet Union or the lead- 
time that is gained by the United States in the 
technological race." How is this claim to be 
evaluated? 

Inside the commercial sector this is probably 
no great problem for the Soviets. In the military 
field, too, the importance of the lead-time effect 
of the embargo policy seems not to have been of 
much importance in the total picture. As we have 
pointed out, the Soviet Union was four years be- 
hind the United States in exploding the first A- 
bomb. The Soviet scientists had largely caught up 
with this American start in the 1954 explosions 
of the H-bombs, and in 1957 the United States 
was behind the Soviet Union in the space race. 
The Soviet gain in this race took place during 


the period when the embargo policy was most 


severe. 56 

This general impression is strengthened by a 
statement in 1958 by the co-chairman of the se- 
cret “Gaither Report",5" William C. Foster, later 
head of the U.S. Arms and Disarmament Agency. 
Foster stated that one of the five58 main threats 
to the U.S.A. from the Soviet Union was a loss of 
technological superiority, and added: "some of 
our weapons systems take from seven to ten years 
from conception to operational availability. Un- 
fortunately, Russia has worked out systems 
whereby they are able to do this same thing in 
about one-half the time."59 

Even if this interview was clearly indended to 
influence the American public, such a statement 
would not have been made if there was not some 
basis for it. 

It is difficult to know by what means the So- 
viet Union had speeded up the R and D-process 
for a weapons system. In interviews both with 
Western and Soviet scientists it has been indicated, 
however, that the most likely factor is the “infor- 
mation-process", where the Soviet system seems to 
have been far ahead of the Western ones. 

In the United States the results of the R and 
D work performed in industry are as jealously 
guarded from other American companies as from 
the communists until they are ready to be patent- 
ed and commercially exploited. The general in- 
formation process also leaves a few things to be 
desired. With the intention better to exploit the 
spin-offs of space research, one American author 
in 1964, as the two first guidelines for govern- 
ment assistance, put forward "information han- 
dling" and "information interpreting", that is, the 
classifying, storing, retrieving, etc. of scientific 
and technological information.99 

These demands have been met in the Soviet 
Union since at least the early 1950's. In Moscow 
a special institute was set up in 1953, the All- 
Union Institute for Scientific-Technical Informa- 
tion, VINITI, which has collected scientific and 
technical information from all over the world, put 
it on punch-cards which have been catalogued in 
a highly useful way, and published abstracts of 
the best articles in a long set of "reference jour- 
nals".?! To this information has been added all 
the current information supplied by Soviet R and 
D-agencies. The efficiency of the system is in- 
dicated by the following quote from a Soviet 
authority: *The collection of patent descriptions 
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—not counting the technical literaturel—in the 
All-Union Patent and Technical Library of the 
USSR alone comprises about 7,000,000 items 
(while there are more than 10,000,000 in the 
whole world), and it increases by 200,000 each 
year." 62 

It is also of importance to note that the prob- 
lem of lead time is usually considerably greater 
with respect to basic and applied research than 
to development. This implies that VINITI may 
have had readier access to those areas where the 
problem of lead time has been most severe for 
the Soviet side of the technological race. 

Thus the Soviet organizations have had access 
to a highly elaborate system of scientific and 
technical information, which no doubt has pre- 
vented much double work, helped to choose the 
most promising lines of advance, and, in gene- 
ral, helped to speed up the R and D-process. 


5. Conclusions on the technological embargo 


The American embargo on technical information 
seems to have been instituted on three main as- 
sumptions, which rarely have been questioned. 
The first is the overwhelming importance of tech- 
nical progress in both the relative military and 
economic power positions between the United 
States and the Soviet Union. The second is the 
American belief that the technical development in 
the Soviet Union has been, and is, largely depend- 
ent on the import of Western technique, and the 
third is the belief that this import could be effi- 
ciently checked by an embargo on technical data 
and on goods embodying such data. 

The first assumption has not been chal- 
lenged here, and from looking at the present 
world situation, it is hard to challenge it at all. 
But, contrary to this, some considerable doubt has 
been cast upon the two other assumptions. 

From looking at a simple production function 
of "technical progress", which does not seem too 
unrealistic, we found that this progress is depend- 
ent on three main factors, namely the capital and 
labour inputs and the technical level already 
achieved. Capital and labour have in the Soviet 
Union been domestic factors, the input of which 
has not been dependent on any outside supply. 
The available technique is partly domestic and 
partly foreign. If the foreign one is cut off, it 
seems likely that this loss may be compensated 
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for by an increased input of domestic capital and 
labour, even if this may entail a decreased allo- 
cation efficiency in the total economy. Further- 
more, we found that an efficient organization of 
the R and D-work is also highly important for 
the rate of technical development. The superior 
Soviet efficiency in this ficld, at least around 
1958, was testified to by an authoritative Ameri- 
can official, and the central fact in this superiority 
may be found in the Soviet organization of tech- 
nical and scientific information. 

From this the conclusion may be drawn that 
the rate of Soviet technical development is depend- 
ent on the supply of Western technique only to 
a limited, and probably very limited, extent. As 
has been shown in space, the Soviet Union can 
achieve outstanding results without external tech- 
nique, at least in priority sectors. 

It remains, however, true that marginally the 
import of Western technique helps the Soviet 
development, and is much desired by the Soviet 
politicians. For the military sector, secrecy and 
embargo measures are considered natural, and no 
one has challenged the U.S. policy in this field. 
But even here the efficiency of the measures un- 
dertaken seems to be far from complete. 

In the commercial sector, where the U.S. pol- 
icy has been challenged, the technical embargo 
is unlikely to have caused much trouble to the 
Soviet Union. We have shown that when the R 
and D-process is broken down into its main parts 
most of the industrial and commercial results are 
more or less freely available inside the United 
States. Even if the embargo may have prevented 
some export to the communists of American pro- 
totypes, the main technical data of the prototypes 
should have been available to communist agents 
inside the United States and easily taken out of 
the country. Besides, much of this technique has 
been exported to Western Europe and Japan, 
where, in addition, also a high domestic technical 
level in the commercial field may have satisfied 
most of the Soviet desires during at least the last 
ten years. 

Thus, while the embargo policy on technical 
goods and data in the commercial sector may 
well have been a nuisance to the Soviet scientific 
development, it can hardly have had any great 
effects in the slowing down of this development. 
The American hopes in this direction appear to 
have been, and currently to be, grossly exag- 
gerated. 


VI. FOUR SUPPLEMENTARY REASONS 


The four supplementary reasons listed below for 
the present U.S. embargo policy are of less im- 
portance. They all touch upon problems relevant 
to the general East-West policy, but they are of 
no great relevance to the embargo policy, and 
rarely are they claimed to be so. 


1. Counteracting the Soviet monopoly 
organization of foreign trade“ 


The foreign trade monopolies of the communist 
countries are sometimes believed to lead to a mo- 
nopoly position in bargaining relations with indi- 
vidual Western traders. This is, however, a se- 
mantic confusion. It is indeed surprising to see 
how much of the Western literature confuses a 
"monopoly organization" of an individual na- 
tion's foreign trade with a "monopoly position" 
as described in economic theory. Even a recog- 
nized Western specialist can, for instance, write 
that because of certain price relations, the East 
European nations "have not been able to exploit 
their monopoly position".?! It should be obvious 
that a national foreign trade monopoly does not 
create any trading monopoly on the world market. 
The meaning of the word "monopoly" contained 
in the term "foreign trade monopoly" is not 
identical to that used in "monopoly theory" in 
economic analysis. 

The interesting problem in practice is the rela- 
tive size and strength of the bargaining units in 
trade. From this point of view it can be claimed 
that the bargaining position of the Eastern traders 
is increased by their particular type of orga- 
nization, But the Eastern trading  organiza- 
tions must compete with other economic units in 
the world market. Among these, many of the 
Western units are of equal or greater size than 
many of the Eastern foreign trade organizations. 
Several Western companies have a yearly turnover 
which surpasses the GNP of some of the East 
Central European nations, and some Western car- 
tels may well be of the same economic size as 
Soviet industrial ministries. 

However important this problem may be, it has 
never been claimed that the embargo policy, either 
the Cocom or the U.S. unilateral one, has been 
devised to tackle it. The omission of a joint West- 
ern scheme for import controls, and the limited 
cooperation on the export side, is indirect proof. 


Thus the existence of the problem, which cannot 
be denied,“ is no reason to maintain the embargo 
controls as they are today. 


2, The embargo as a bargaining instrument 


It is sometimes implied in the literature, even in 
the writings of such eminent U.S. experts on the 
Soviet Union as Gregory Grossman and Mar- 
shall Shulman,®? that the removal of trading re- 
strictions may be used as a bargaining instrument 
in order to derive either political or economic 
concessions from the Soviet Union. This notion 
has also been advanced several times in the U.S. 
political debate.98 

This idea, however, seems to be unrealistic. 
The Soviet Union did not make any con- 
cessions in order to bring about the 1954 or 1958 
revisions of the embargo policy, when it was 
much more serious than it is today. Neither are 
there any indications that it is willing even to ne- 
gotiate about the removal of those remaining 
American restrictions which they consider con- 
trary to normal trade practice, and which, in view 
of West European and Japanese willingness to 
trade, are relatively insignificant to them. This 
state of affairs is also recognized by another emi- 
nent U.S. specialist, George F. Kennan, wbo in 
a statement to the Fulbright committee in 1964, 
said: "To demand political concessions as a quid 
pro quo for normal commercial transactions is, 
after all, only another way of renouncing trade 
altogether; for Communist governments will ne- 
ver yield to overt demands of this nature."®9 


3. Efficiency of the Western alliance 


We may again quote the distinguished former 
member of the Policy Planning Council in the 
State Department, Mr. Harvey, who says that 


“The restrictive policy has always loomed large 
in the U.S. design of building a more effec- 
tive partnership among the North Atlantic na- 
tions. Initially, the hope was strong that an ex- 
tensive program of trade denial could be agreed 
upon between the U.S. and its allies, and that this 
would lead not only to increased pressures on the 
communist states but also to significant forward 
movement in the development of cooperative ac- 
tivities, exchanges, and machinery within the al- 
liance itself..."70 


125 


As must be evident to the reader of this book, 
and as Mr. Harvey himself finds. “This hope, of 
course, has been poorly realized”. But in spite of 
all the quarrels which have arisen inside the West- 
ern alliance, Mr. Harvey in 1966 found that 
“Nevertheless, in U.S. relations with the allies, 
as elsewhere, the U.S. position on trade with the 
communists has dramatically symbolized and 
given body to the overall U.S. policy of holding 
the line against the communists”. Moreover, Mr. 
Harvey is of the opinion that it is of importance 
that the U.S. policy has “minimized friction- 
breeding competition between the U.S. and its 
allies over the East-European market. ...” 
“What would have been the effect on other of the 
allies, and on the whole North Atlantic system, if 
the U.S. over the years had used its vastly su- 
perior resources to undersell, in one manner or 
another, all others in the Eastern market? And 
what will be the effect if the U.S. proceeds, as 
some urge, on an underselling operation in the 
future?"*1 

Mr. Harvey's implied threat would amount to 
an economic warfare against Western Europe and 
a subsidizing of the Soviet economy, which seems 
to be a poor way of "holding the line against the 
communists". That such an argument on this issue 
can be seriously advanced by a man who has held 
an important policy-making position in the U.S. 
Administration is surprising, and indicates how 
every straw is grasped at in order to justify the 
present policy. 


4. Loss of momentum in the Soviet economy 


Finally, during the last few years, in the Ameri- 
can, heavily CLA-sponsored*? propaganda, the so- 
called “Many Crises of the Soviet Economy"?3 
have been used as a reason not to liberalize the 
existing trade restrictions. Mr. Harvey thinks that 
“The existence of the vulnerability makes it pos- 
sible for the U.S. to exert influence on the 
course and outcome of the crisis—through either 
continuing to deny trade to the USSR or granting 
access to the U.S. market on a strictly conditional 
and judiciously controlled basis”, and the hon- 
ourable Glenard P. Lipscomb, member of the 
House of Representatives, considers that “It is 
not good business to unlock the door merely be- 
cause our adversary has emptied his gun. Nor is 
it sensible to try to win his friendship by handing 
him more ammunition when he’s still shooting, so 
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to speak. This is a danger in the current ‘Bridges 
to the East’ policy.”75 

This way of thinking also assumes that there 
is a real cost of some magnitude to the Soviet side 
from the present restrictions. The removal of the 
American unilateral export restrictions would, of 
course, result in a more optimal international di- 
vision of labour, and thus give an added benefit 
to both sides, But the sums involved are so small 
that these benefits are most unlikely to produce 
any marked increase in the Soviet rate of eco- 
nomic growth. If the corresponding losses to the 
U.S, economy are disregarded, the logic of the 
argument may be correct, but in East-West trade 
the actual importance of it is negligible. 

Interestingly, Messrs. Harvey and Lipscomb 
seem to have colleagues in the Soviet Union who 
use the same argument but in the opposite geo- 
graphical direction. In 1958 Krushchey argued 
against several comrades who were of the opinion 
that expanded trade would help to shore up capi- 
talism. “Some comrades may allege that we can- 
not profit from increased orders from the United 
States, West Germany, Britain and other capital- 
ist countries. By so doing we, as it were, support 
capitalism. These comrades are wrong."76 


VII. THE "POLYCENTRIC ARGUMENT" 


Finally, we should investigate the rationality of 
the main U.S. argument used in favour of reduc- 
ing the strategic controls, namely that increased 
trade will stimulate the polycentric tendencies in 
the bloc. This argument is formulated in a num- 
ber of nuances, from the origin in an offical 
U.S. Report on Foreign Policy and Mutual Se- 
curity by the Committee on Foreign Affairs in 
1957, which said that "The United States should 
do what it can to encourage the development of 
nationalism on the part of the Soviet satellites”,77 
to the milder expression that trade will only help 
to stimulate the independence of the East Central 
European countries, but is not intended to drive 
a wedge between them and the Soviet Union.78 

The many political statements to the effect that 
trade will tend to increase the Eastern polycen- 
trism are rarely followed by any logical arguments 
or detailed illustrations on how trade is going to 
have this effect. In their milder form they are 
related to the idea, often advanced from the So- 
viet side, that trade and other economic relations 


tend to increase the friendship between nations. 
This notion can be traced back at least to Montes- 
quieu, who said: "Le commerce guérit les pré- 
judices et c'est presqu'une régle générale que par- 
tout où il y a des moeurs douces il y a du 
commerce, et que partout où il y a du commerce 
—il y a des moeurs douces ... L'effet naturel du 
commerce est de porter à la paix. Deux nations 
qui négocient ensemble se rendent réciproquement 
dépendentes."?9 

In spite of its age, however, this idea is not 
supported very much either by logic or by em- 
pirical arguments. 

The equally unproven idea that the removal of 
U.S. trade restrictions will stimulate polycentrism 
in the bloc has also been exposed to harsh attacks 
by, for instance, Strauz-Hupé who has spoken of 
"The Myth about 'Opening Up' Communist So- 
ciety”.81 Mr. Strauz-Hupé in 1965 claimed that 
one of the most important weapons of the West 
in the struggle against communism could be to 
exploit "the appalling and incurable weakness 
of the Soviet economy", by a serious economic 
blockade plus all other measures necessary to 
make it effective. He asserts that such an embargo 
has not been attempted. In spite of this idea being 
at present politically irrelevant, as Western 
Europe will not accept it, the same or similar rea- 
soning is sometimes still advanced by prominent 
U.S. politicians and analysts? Reaching other 
conclusions, other specialists have voiced the same 
negative opinions about the possibility or wisdom 
of trying to stimulate polycentrism or nationalism 
in the Soviet bloc. Philip E. Uren believes that it 
probably would be a mistake to fashion a Western 
trade policy "with the primary objective of dis- 
rupting and weakening the communist alli- 
ance",83 and Max Beloff thinks that "It would 
be short-sighted for the West to ride the tiger of 
nationalism in the hope that it will threaten only 
the Soviet-dominated world."84 

One test of the effects of Western trade with 
East Central Europe can be supplied by looking 
at the experience with Yugoslavia since 1948 and 
with Poland since 1956. The American relations 
in the broader context with these two countries 
have been thoroughly treated in a monograph by 
Milorad M. Drachkovitch.85 One of the four basic 
ideas of that study is that "Combining hard po- 
litical realism with ideological dogmatism, Com- 
munist governments have always avoided making 
any substantial concession for aid received from 


the West"? and the author proves his point 
rather convincingly. He treats the relevant trade 
as a form of aid, and concludes by stating: 


* .. it seems incontrovertible that, if the aim of 
assistance to the Tito and Gomulka regimes was 
to contribute as much as possible to their inde- 
pendence from Moscow, the weight of evidence 
amassed during the past several years is that this 
aim has not been fulfilled. Both Yugoslavia and 
Poland are today less "liberal" and their re- 
gimes are closer to Moscow than they have been 
at any time since Tito's quarrel with Stalin and 
Gomulka's accession to power. Two highly au- 
thoritative statements indicate that the Kennedy 
Administration is well aware of these facts .. .”87 


It may be said that there is no conclusive proof 
either way that East-West trade will or will not 
stimulate political polycentrism within the Eastern 
bloc. Besides, if that argument were true, why 
should it not also be true for the Western bloc? 
The available evidence of an empirical nature, 
ie. Yugoslavia and Poland, does rather indicate 
that trade is of little importance for political alle- 
giance. 

This conclusion may sound inconsistent, as it 
has earlier been argued that the embargo helped 
Stalin to consolidate Eastern Europe. Thus one 
may reason that increased trade will loosen this 
consolidation. The eagerness of the East Central 
European nations to trade with the West is also 
well known. But the argument cannot be reversed. 
First, the Cocom embargo was of an enforcing 
nature, while the removal of the embargo restric- 
tions is only of a nature permitting increased 
trade. Secondly, while the embargo around 1950 
was extensive and adhered to by most of the West- 
ern world, the present U.S. restrictions are of a 
limited scope and can in most cases be compen- 
sated for in other Cocom-nations, or by U.S. 
back-door trade. The importance of the present 
embargo is negligible for the general volume of 
East-West trade, and thus for whatever polycen- 
tric tendencies which such a trade might have. 

In this context two related questions should at 
least be posed. 

Does the Soviet Union today look too adversely 
upon the polycentric tendencies in East Cen- 
tral Europe? We do not know, and can therefore 
only speculate. While Stalin, during the first years 
of the post-war armaments race, may have been 
greatly interested in having a firm grip over this 
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border area, it is much less certain that the pres- 
ent Soviet leaders, with their good stock of 
ICBMs and other rockets, are equally interested 
in having a system of tightly knit bloc economies. 
They may be satisfied with guarantees that the 
East Central European nations will remain neu- 
tral, and that they will not be used again as a 
preparing ground for an attack from the West. 
They may be willing to accept something analo- 
gous to Finland’s position in East Central Europe. 

The second question is whether the U.S. Ad- 
ministration is honest in advancing the argument 
of polycentrism for a reduction of trade barriers. 
Their spokesmen may, of course, believe whole- 
heartedly in the argument. But they may also 
actually believe somewhat less in it, and ad- 
vance the argument mainly in order to give the 
recalcitrant Congressmen a good reason for ac- 
cepting trade liberalizing proposals, on the 
strength of the philosophy that even those who 
are against communism should be able to accept 
such policies, if these are likely to harm the East- 
ern bloc. 

Yf this is the case one may also ask to what 
extent such an argument is believed in in Moscow, 
and how it affects the movement towards trade 
liberalization in the Eastern bloc. If the U.S. Ad- 
ministration exaggerates the argument about poly- 
centrism in order to get Congress to accept an in- 
creased American trade with the East, this may 
stimulate the Soviet Union to put on their brakes 
on an expansion of East-West trade in general. 
This speculation may be taken one step further. 
If the U.S. policy-makers count on this last-men- 
tioned Soviet reaction, and if they are interested 
in preventing an increase in general East-West 
trade, it would be rational for them to stress the 
polycentric effects as much as possible. 

Thus, although the polycentric argument may 
not be very rational, taken at its face value, by 
introducing unknown but possible cunningness, or 
game theory thinking, the argument may turn out 
to be rational for quite other reasons. 


VIII. CONCLUSION: THE "SYMBOLIC 
SIGNIFICANCE" OF THE EMBARGO 


"From the free world side, the change would necessar- 
ily denote a shift in the basic attitude of the U.S. indi- 
cating that it bad cither (a) revised downward its esti- 
mate of the seriousness of the Soviet threat, or (b) 
weakened in its resolve to stand firm against that threat 
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regardless of costs and difficulties. The restrictive policy, 
perhaps more than anything else, has served to signify 
United States’ concern that all free countries of the 
world maintain every possible safeguard against the 
Brave dangers engendered by the Soviet-led communist 
drive; it has given concrete expression to the U.S. con- 
tention that the communist countries, by their conduct 
and policies, have put themselves outside the pale of 
international respectability; it has symbolized U.S. inten- 
tion to proceed with the building of a free world com- 
munity in isolation from the communist bloc. The drop- 
ping of the restrictive policy could not fail to have a 
debilitating impact on the cohesiveness and sense of ur- 
gency that the U.S. has been able to build in the free 
world in the face of the Soviet threat."88 


The words “more than anything else" in this 
quotation can be understood in two ways. 

If Mr. Harvey intends to say that the embargo 
more than any other measure has signified the 
U.S. concern with the Soviet danger, he is clearly 
overestimating the importance of the restrictive 
trade policy. An overall view of the U.S. cold 
war efforts must give the East-West trade issue 
a.place of importance below the U.S. determina- 
tion to maintain a military superiority, the build- 
ing up of the system of alliances, and the eco- 
nomic aid both to Western Europe and to a num- 
ber of underdeveloped nations. 

If Mr. Harvey, however, intends to say that the 
practical significance of the restrictive trade pol- 
icy, "more than anything clse" has been of a 
symbolic nature, he may be right. The analysis 
of the other reasons advanced in favour of retain- 
ing the export restrictions against trade with the 
Soviet Union and the other communist nations, 
which has been given above, indicates that some 
of them are irrelevant to the issue and the rest 
are of such little practical significance that they 
are negligible. 

Mr. Harvey and the more iníluential of his 
colleagues estimate that the inflexible attitude to 
the trade restrictions symbolizes a praiseworthy 
steadfastness, that it “satisfies a moral require- 
ment" which is "a form of Puritanism".8? It is 
obvious, however, that to many people, especially 
in Europe, this inflexibility symbolizes the very 
opposite, a rigid die-hardness, which is "consti- 
tutionally incapable of digesting opinions different 
from his own", as Potnesov said about Lenin, and 
unable to retract on a once adopted policy, irre- 
spective of the revealed merits of it and of the 
changed circumstances. These people are more 
prone to agree with Senator Fulbright, who 
warned his countrymen in 1963 that in boycotting 


trade with the communist nations the United 
States may soon find itself "in the same position 
in the free world as in which the Chinese find 
themselves in the Communist world. We and the 
Chinese will be outcasts, splendid in our isolated 
devotion to pure dogma." 00 

Mr. Harvey, in his statement, also indicates one 
of the reasons why these different attitudes may 
be taken. He talks about the "U.S. intention to 
proceed with the building of a free world com- 
munity in isolation from the communist bloc". 
This is a statement which could have found sup- 


porters in Western Europe in the first post-war 
decade. But in 1966 the dominant trend of pol- 
icy in both Eastern and Western Europe is that 
the past isolation must be overcome by some form 
of coexistence. Modern technique does not permit 
the survival of the illusion of two isolated blocs. 

From this point of view, and considering the 
relative merits of the reasons given for the con- 
tinuation of the U.S. embargo restrictions on ex- 
ports to the communist nations, the present U.S. 
embargo policy is not rational. 


Chapter Twelve. Late Repercussions in Europe and Japan 


I. INTRODUCTION 


The hard U.S. line on East-West trade after 1958 
has had repercussions in Western Europe and else- 
where. The difference between the attitudes on 
trade between the US and the West European go- 
vernments has given rise to some open clashes on 
specific issues, and the differences between the 
formal export regulations in the two areas have 
caused the United States to maintain a continuous 
supervision over the European nations. The de- 
velopment has, however, taken place outside of 
the CG-Cocom framework, where the principle of 
unanimity has stopped the Americans from win- 
ning the cooperation they have asked for. Instead 
the United States has tried to exert direct pres- 
sure, both on governments and outside of normal 
governmental channels, directly on the business 
community. Due to this interference the old irri- 
tation between the American and the West Euro- 
pean governments over the trade issue has been 
kept alive. 

In this chapter two open clashes on specific em- 
bargo restrictions will be described. The first 
one is the attempts to stop the export of line-pipe 
in 1962-63. In that context the broader issue of 
competition in the oil field will also be touched 
upon. Secondly, the debates on the credit restric- 
tions in East-West trade, which in essence is an 
attempt to impose restrictions on the export of 
capital, will also be taken up in some detail. Fin- 
ally, the direct interference in the European busi- 
ness world will be mentioned. 
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II. THE STEEL PIPE EMBARGO 


1. Background 


Around the turn of the year 1962/63 newspapers 
were full of stories about how the United States 
pressed the West European nations and Japan to 
break off the shipment of large diameter steel 
pipes to the Soviet Union. These pipes were in- 
tended for the Soviet pipe-line programme, among 
other projects also for the construction of the so- 
called "Friendship" pipe-line to East Central Eu- 
rope, which seemed to the United States govern- 
ment “to have important strategic value".! 

This action by the U.S. government must be 
seen against the background of increasing Soviet 
competition in the Western oil markets during the 
latter half of the 1950’s.2 This competition had 
been met by export embargoes on products vital 
to the oil production in the Soviet Union; by 
special blacklisting by private oil companies of 
Western shipowners who transported Soviet oil, 
the so-called “Esso-clause”, and by propaganda.’ 
The propaganda mainly stressed the danger of 
becoming dependent on Soviet oil deliveries, 
threatening, on the basis of doubtful price com- 
parisons, that once dependence existed, the Soviet 
Union might either start a price exploitation, as 
they allegedly did in East Central Europe, or 
simply cut off oil deliveries to create economic 
chaos. The Western oil press also accused the So- 
viet Union of dumping oil on the Western mar- 
kets, without, however, mentioning either Western 
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Table 12-1. Imports of "crude petroleum" and 
"petroleum products" (SITC 331 and 332) by EEC 
and EFTA countries from Eastern Europe as a per 
cent of total import from the world 


1960 1961 1962 1963 1964 
EEC 
Belg.-Luxembourg 2.4 1.7 2.8 21 1.3 
Netherlands 0.3 0.2 0.1 0.2 0.2 
W. Germany 6.8 7.8 — 6.1 6.0 
France 5.6 44 43 5.0 44 
Italy 12.2 13.2 12.7 12.4 9.4 
EFTA 
Sweden 9.4 12.1 11.9 11.3 10.9 
Switzerland 1.3 2.1 3.1 — 2.5 
Portugal 2.8 1.4 1.9 3.2 23 
United Kingdom 0.4 0.3 0.3 0.3 02 
Austria 29.9 29.7 35.9 37.8 39.5 
Norway 5.2 49 4.6 4.8 4.8 
Denmark 1.7 21 1.7 2.8 2:7 
Finland 13.6 72.2 76.2 710 79.5 


Source: United Nations "Commodity Trade Statistics” 
Statistical Papers Series D, Vols X ta XIV. 


cartel arrangements, or the fact that the Western 
oil production costs to more than one third in- 
cluded royalties to the oil producing countries, a 
cost element which the Soviet Union did not have 
to bear. On this and other accounts the Western 
charges of Soviet oil dumping prices are also of 
doubtful validity. The Soviet Union also heavily 
denounced them as fabrications by the U.S. oi! 
interests.5 

The attitude of the American oil companies to 
the Soviet export of oil was particularly well ex- 
pressed in a three volume study by the American 
National Petroleum Council in 1962, on the So- 
viet oil export. The preface of the study is reveal- 
ing: 

"In considering the problem of Soviet oil, it 
should be emphasized at the outset that, as a re- 
sult of an absolute state monopoly over its for- 
eign trade, the Soviet Bloc is in a unique position 
to use trade for political purposes. Politics and 
trade cannot be considered apart when dealing 
with the communists. 

The ultimate goal of the Soviet Bloc is to ex- 
tend its political control, destroy freedom, and 
communize the world, and it uses monopoly of 
foreign trade to further these objectives. This, in 
short, is the problem the Free World faces when 
trading with the Soviet Bloc."9 
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That the Soviet threat to the dominant position 
of the Western oil companies in the first half of 
the 1960's in Western Europe was not too serious 
is illustrated by table 12-1. 

An estimate in 1964 by Standard Oil of N.J. 
indicated that the Western world, except for the 
U.S., in 1963 took 6 percent of its oil supplies 
from Eastern Europe, and that this share might 
rise to 9 percent in 1970, or to 10 percent for 
Western Europe alone.? 


2. The NATO embargo resolution 


When the West European nations continued the 
increase of oil purchases from the Soviet Union 
the Western oil companies decided to use political 
weapons to counteract the competition. Accord- 
ing to an editorial in World Petroleum, a leading 
oil business journal, "the first demand to use 
NATO and US diplomatic channels to restrict 
trade in oil between the West and the USSR had 
been made in November, 1960 ... by President 
Brockett of Gulf Oil, and the then president of 
Standard Oil Co. (N.J.) Mr. Rathbone".à 

It seems not unlikely that it was this demand, 
followed up in the U.S. Congress by Senator Ken- 
neth Keating? that led to the NATO embargo 
resolution on the export of steel pipes for the 
Soviet pipe lines. 

Steel pipes had been on the embargo list all 
through the 1950's. It was also one of the items 
that caused trouble in the beginning of the em- 
bargo policy. In February 1951 Czechoslovakia 
demanded the release of 17 railway-cars loaded 
with steel pipes, which had becn stopped at the 
West German border station, before the Czecho- 
slovakian government was willing to normalize 
trade relations with Western Germany.!? But at 
the end of the 1950's steel pipes had been taken 
off the Cocom lists at European insistence. 
American producers were, however, forbidden to 
export steel pipes to the communist nations,!! and 
the potential American pipe exporters were seri- 
ously annoyed that they could not compete with 
the exporters in England, West Germany, Italy, 
Japan and Sweden, who could and did export 
large diameter pipe. 

In December of 1962 it was revealed that steel- 
pipe was a bottleneck commodity in the Soviet 
Union. In a couple of speeches in the Supreme 
Soviet on the 1963 economic plan complaints 
were made about the low production of pipes for 


gas and oil, and the resulting bottle-neck in the 
Soviet oil and gas transport system.!? One of those 
who complained was A.K. Kurtonov, head of the 
USSR Chief Gas Administration. 

These Soviet shortages may have been known 
to the Americans, as they had earlier taken up the 
question of reintroducing large diameter steel 
pipes on the Cocom embargo lists, This demand 
was refused by the Europeans, especiall the 
British.5 The Americans, however, then pressed 
the issue inside the NATO framework, claiming 
that the pipe-lines might be used for supplying 
fuel to the Red Army divisions in Eastern Ger- 
many.!! They achieved a secret resolution on 
November 25, 1962, taken by the NATO Coun- 
cil,!5 according to which member states were re- 
commended not to export large diameter pipes to 
the Soviet Union.!8 There are conflicting reports 
about the unanimity of this resolution, which 
formally was kept secret. According to an Ameri- 
can Cocom-official and a West German govern- 
ment declaration it was a unanimous pledge of 
the members not to export, but according to sev- 
eral European diplomats and newspaper writings 
the British were opposed to the measure all the 
time, also in NATO. They did not want to be- 
come involved again in what they considered to be 
economic warfare against the communist world.17 


3. Effects of the NATO-resolution 


A. In Western Germany 


The main effect of this resolution was that the 
Americans, after heavy pressure brought to bear 
by both Senator Keating and Secretary of State 
Dean Rusk,!® got the West German government 
on December 15, 1962, to stop the West German 
export of steel pipes.!? This was done in ways 
entailing a violation of already signed contracts, 
and causing the Adenauer regime "to resort to a 
very questionable measure in order to stop the Par- 
liament in Bonn acting against the United States, 
compromising again the newly founded democra- 
tic rule in the country.'?0 

What happened was that the West German gov- 
ernment decision of December 15, 1962, was 
taken under a rule in the 1961 foreign trade law 
which gives the Bundestag the right to cancel gov- 
ernment embargo decisions within three months. 
After a number of evasions, designed to have this 
period elapse without a debate in Parliament, the 
Adenauer government was forced to hold a dis- 


cussion on the very last day of this period. When 
it became clear that the coalition partner in the 
Christian-Democratic Government, the Free De- 
mocrats, intended to vote with the Social Demo- 
crats against the CDU,?! Adenauer, his party-group 
and a few Free Democrats simply walked out of 
the Parliament. As the West German constitution 
demands a quorum of 250 parliamentarians, and 
five were missing in this number, no decision 
could be taken. The same evening the right for 
Parliament to overrule the Government embargo 
decision elapsed. 

This manoeuvre was heavily criticized all over 
the democratic world as anti-parliamentarian. The 
Times, e.g., wrote that it "was an example of 
political trickery which must reduce the already 
shaky confidence of the West German people in 
their Leaders",?2 

It seems as if the Americans also had success 
in stopping the Italians from taking on new con- 
tracts for large diameter pipes. In England, on 
the other hand, there were reports that Britain 
would not follow the NATO decision, but the 
British export was small. Thus the British position 
may have been more of a diplomatic gesture 
against the American policy than a declaration 
of intent to counteract it. 


B. In Sweden 


A special case in the steel-pipe issue was Sweden 
in which a company had got a contract for deliv- 
ery of 135,000 tons of steel pipes to the Soviet 
Union, during 1962-1964, valued at approxi- 
mately 24 million dollars.?3 After the NATO de- 
cision had been taken, the American Ambassador 
in Stockholm, accompanied by the Ambassador 
of West Germany, visited the Foreign Office in 
Sweden and brought the subject directly before the 
Swedish Foreign Minister.24 The American Am- 
bassador presented a memorandum from the State 
Department in which it was stated that a joint 
Western embargo on the steel pipe export could 
considerably?5 delay the Soviet pipe-line construc- 
tion plans, and demanded that Sweden should im- 
mediately cooperate in this policy. According to 
well-informed sources, this demand was so bluntly 
stated that the Ambassador was, in a diplomatic 
manner, shown out of the Foreign Office. The 
issue was then handled on the normal level for 
these questions inside the Foreign Office and, as 
usual, the American demand was turned down by 
Sweden. Sweden has continued to fulfil its con- 
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Table 12-2. Import of pipes to Soviet Union 1958- 
1965 in thousands of tons 


Year 1958 59 60 61 62 63 64 65 
from: 

1, England. — 13 1 10 10 0 1 3 

2. Italy — 14 25 36 DA $2 10 44 

3. Japan — — 4 8 14 SO 13 14 

4. Sweden 1 9 3 1.32 601 535 49 

5. West 


Germany 5 199 246 200 377 
6. Czecho- 

slovakia 84 79 89 114 140 133 131 157 
7. Poland 34 42 36 4| 46 33 29 3 
8. Rumania 34 119 146 183 200 204 215 188 
9. Total 158 475 560 593 918 618 306 732 
10. Total Soviet 

import 158 501 $79 631 962 657 514 767 
l-5in*;of 10 3.8 469 499 404 55.3 37.7 25.5 464 
6-8in*;of 10 9&2 47.9 46.8 53.6 40.1 56.3 73.0 49.0 


Source: Vneshnisis torgoviia SSSR. The Soviet statistical 
definition of pipes used in this table is wider than the NATO- 
embarga, which cxacermed only certain diameters of pipes. 


tractus] export, 2nd elo taken on a new order in 
1964 safier zhe visit of Khrushchev to Scandinavia. 
In his radio and ielevision speech to the Soviet 
public after this visit, Khrushchev especially ex- 
pressed satisfaction that Sweden had not yielded 
10 the American pressure.?6 


C. On Sovie: oil and gas transportation 


To judge from table 12-2, the economic effects 
of the embargo endeavour cannot have been but 
small. In 1963 and 1964 there is a drop in the 
export of the four NATO nations, partly balanced 
up by a rise in the Swedish export. In 1965 there 
is again an increase, especially from Japan.?? The 
three Comecon nations, which provide about half 
of the Soviet imports, remained approximately un- 
changed. The main change, as might be expected, 
is for Western Germany, which lost the prospect 
of almost 300 thousand tons of export between 
1962 and 1963. Thus Fritz Baade's observation 
that the “greatest stupidity of the embargo-illu- 
sion was the pipe-line embargo, which Russia, with 
a steel production of 70 million tons, had no dif- 
ficullies in compensating for 0.15 mill. tons of 
German pipes" may be faulty in figures, but as 
a broad conclusion it should be correct. In the 
budget speeches to the Supreme Sovict for 1965, 
it was stated. thal the Sovict Union now was 
completely self-sufficient und independent of 
Western politicul vaguries in this commodity.” 
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That the American policy strongly contributed 
to this self-sufficiency has been confirmed by the 
U.S. Secretary of State, Dean Rusk.2° However, 
the Sovict side may have exaggerated the extent 
to which it was self-sufficient. As late as in Feb- 
ruary 1966, an editorial in Pravda complained 
that a shortage of pipes delayed the development 
of the gas and oil industries.5! 

The inefficiency of the endeavour to stop West- 
ern export of large diameter stcel pipes to the 
Soviet Union was implicitly acknowledged when 
this embargo was revoked on November 10, 
1966.32 "It took the master-minds of NATO 
four years to realize the absurdity of a policy of 
economic diktat in relation to socialist countries” 
wrote a Soviet commentator.33 


4. Conclusions 


The pipe-line controversy seems to be a good 
case, illustrating how the United States risked its 
political goodwill among friendly nations in try- 
ing to create economic troubles for the Soviet 
Union. The U.S. government openly pressed its 
NATO-allies; it forced Western Germany to com- 
promise democratic rules of political behaviour; 
it pressed for violations of the rule that established 
contracts should be kept; it lost goodwill in a 
neutral nation; and it exposed itself to the suspi- 
cion that the U.S. foreign policy is a handmaid 
of the huge American business interests involved. 
For all these losses, the only thing gained was a 
delay in the Soviet economic development which 
obviously could be but small. 

The net advantage of this embargo action does 
not seem to favour the American side. 


Ill. THE ISSUE OF LONG-TERM CREDITS 


1. Background 


The American interests succeeded in getting 
some, but far from full, support for their policy 
of denying the Soviet Union pipes for the con- 
struction of oil and gas pipe-lines. The support 
for the American credit policy against the Soviet 
Union was not greater. 

The Soviet interest in getting credits from the 
Western world is not new. The issue was hotly 
debated in the interwar period. And when the 
first signs of improving the East-West trade cli- 
mate appeared in 1953-1954, the communist na- 


ions on several occasions, both in ECE and, e.g., 
at the Leipzig Fair, raised the proposal of a mul- 
tilateral trade and payments agreement, a propo- 
sal on which the Economist commented that “on 
past showing it would in effect become a one 
way channel of credits from West to East”.84 

The preoccupation of American policymakers 
with the issue of credits and credit guarantees to 
communist countries is also readily visible in Sa- 
mue! Pisar's study from 1961.55 

Then, in 1964, the newspapers contained long 
stories about intra-Western disagreements over the 
extension of long-term credits to the communist 
nations. Few facts have become known about the 
background for this debate, and what is known is 
still of uncertain value. 

The official published version of the discus- 
sion is that the "Berne Union" has had a gen- 
eral agreement that credits with a longer duration 
than five years should not be guaranteed by gov- 
ernment agencies except in a few cases, like in 
sales of aircraft and large ships. This agreement 
was said to be valid for all the world and did 
not imply any special discrimination against the 
communist nations.54 

“The Berne Union”, like Cocom and the Con- 
sultative Group, is another of these informal in- 
tergovernmental negotiation bodies, a “gentle- 
men’s agreement”, efficiently working outside of 
formal democratic controls by parliaments or 
public opinions. It was founded as early as Janu- 
ary 1, 1934, as “a forum for discussion of 
members’ commercial credit policies for the pur- 
pose of avoiding cutthroat trade warfare through 
exploitation of unfair competition of government- 
guaranteed credit terms".37 In 1963 and 1964, 
18 countries were members of the Union, mostly 
NATO countries but also Sweden, Switzerland, 
Austria, and India.38 In view of their membership 
it is likely that the Berne Union has not been the 
main policy-making body on credit restriction 
against the communist nations, but may have been 
used as an instrument for a policy that seems to 
have been decided inside of NATO.39 Even this 
is uncertain. 


2. Discussions on credit controls 


It is known that in July 1963, Western Germany 
brought a proposal into the Economic Council 
of NATO, suggesting that a common position be 
found with regard to the extension of credits 


along the lines of the Berne Union rules.f! It is 
possible that this West German initiative was 
taken jointly with the United States. In a Soviet 
report of March 1963, a strong American desire 
to prevent long-term credits for the Soviet chemi- 
cal industry was reported.‘? A later press report 
from USIS, however, stresses that the issue was 
not brought up by the United States but by the 
EEC nations.‘ This U.S. information is emphati- 
cally denied by officials of the EEC commission 
in Brussels, who, however, admit that the credit 
questions were discussed in EEC, but that the 
only agreement reached, as a concession to West 
German demands, concerned a five-year limit on 
credit guarantees to Eastern Germany. 

The German proposal was discussed on the 
ministerial level in NATO in the middle of No- 
vember 1963. At this meeting the Americans in- 
sisted that the Berne Union rules of five years 
maximum length of credit guarantees should be 
firmly adopted for the future against the commu- 
nist world. This measure would, according to the 
American delegate, Mr. George W. Ball, prob- 
ably force “the Russians ... to divert production 
from arms to other goods to pay for their pur- 
chases from the West”.44 However, they had no 
success, as Britain, Italy, Denmark, and Norway 
seem to have been firmly opposed to the idea.f3 
Britain was already at this time discussing the 
possibility of extending government credit guaran- 
tees up to 15 years,4® according to the Under 
Secretary of State, Ball. 

In the middle of February, 1964, the disagree- 
ment between England and the United States was 
further discussed between Prime Minister Alec 
Douglas-Home and President Johnson. Sir Alec 
is said to have told the President "that Britain 
would not wage economic warfare with the com- 
munist countries: neither over buses to Cuba nor 
over long-term credits for Russia”.47 

Two months later the Senate Foreign Relations 
Committee held hearings on East-West trade with 
the Secretary of the Treasury, Mr. Douglas Dil- 
lon. According to Mr. Dillon, there was a unani- 
mous agreement inside NATO that five-year cred- 
its should be a maximum “except for one 
country, and that is the United Kingdom, a mi- 
nority of one ...". But Mr. Dillon also stated 
that as long as Britain did not want to limit the 
credit time, the other NATO countries had stated 
that they would for competitive reasons have 
to go along". i3 
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3, Extension of credit 


The British opposition to the American restric- 
tions were not only verbal declarations. Between 
November 1963 and February 1964 a Soviet de- 
legation from Techmashimport, the Soviet trade 
enterprise for buying heavy equipment, had 
toured Britain, and made a number of preliminary 
agreements, the largest being for a 40 million 
pound terylene plant. In this context the gov- 
ernment's Export Credits Guarantee Department 
was said to have offered credits of up to a total 
of 95 million pounds for periods of 10 to 15 
years. *? 

Later in the year these reports were more con- 
firmatively repeated, claiming that Britain had en- 
tered a credit agreement with the Soviet Union 
for approximately 100 million pound for 15 years, 
one with Czechoslovakia for 12 years and 3 mil- 
lion dollars, and were negotiating for similar deals 
with Hungary and Poland.9 Within a few 
months, the newspapers were filled with rumours 
that the other NATO-nations®! were following the 
British example, and on October 30, 1964, the 
French signed a new trade and payments agree- 
ment with the Soviet Union, that provided for 
credit conditions similar to the British ones.5? 

The issue of long-term credits has not yet been 
settled. In late 1966 the head of the British Ex- 
port Credits Guarantee Department proposed in 
a speech that the old Berne rule of five years 
should not be supplanted by a new one of ten 
years, but of close intergovernmental cooperation 
on individual projects. That proposal, if real- 
ized, could open the door for another informal 
and detailed inter-governmental discrimination, 
without any parliamentarian or other control. 


4. The U.S. lend-lease claims 


An interesting note on the Soviet-American credit 
relations can be added. At a conference in Mos- 
cow in the middle of November 1964, arranged 
by an important American business organization 
called the "Business International", Premier Ko- 
sygin hinted that the Soviet Union could consider 
a small repayment to the United States of the 
outstanding lend-lease debts from the Second 
World War if an acceptable trade and credit 
agreement could be reached between the two 
countries.^ This statement was given much pub- 
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lication in the West and gave rise to intensive spe- 
culations.55 

This proposal of Mr. Kosygin has a certain 
resemblance to the development in the early 
1920's. The young Soviet government had great 
need for, and even greater difficulties in, obtain- 
ing credits from the West as they had repudiated 
the responsibility for the old Russian state debt. 
However, in trying to pacify the Western govern- 
ments the Soviet leaders in 1921 offered some 
token repayments of these old debts in the form 
of extra interests on new Western credits to whet 
the appetite of the Western competitive capitalists. 
The Soviet leaders never had to realize this pro- 
posal," as they got acceptable credit conditions 
anyway. But it may have stimulated the compe- 
titive spirit in the West, as the Kosygin 1964 
proposal may also have been designed to do. 


5. Conclusions 


If the pipe-line case could be used as an illustra- 
tion of how carelessly the United States handled 
its good-will in Western Europe the endeavours to 
restrict the extension of government credit gua- 
rantees on export to the East illustrates how the 
United States, partly aided by Western Germany, 
still had not given up the idea of harassing the 
economic development in the communist nations. 

The argument against credits to the East was 
that credit is a form of aid. This may be so when 
the credit conditions are below commercially mo- 
tivated terms. But credits in East-West trade are 
made on strictly commercial terms as prevalent 
in the market. If a company in England, for 
example, can and wants to sell on these terms to 
Czechoslovakia instead of to India or the Unit- 
ed States, the only conclusion is that the Czecho- 
slovakian order is more profitable. And if the ex- 
porter's government wants to reinsure the export, 
this decision is certainly not taken with a view to 
aid Czechoslovakia, but to aid the domestic ex- 
porter by giving him an insurance which the com- 
petitive process has forced upon England. 

Without this insurance policy, fewer orders 
would be obtained by England, less profit would 
be made by the export trade, and more trouble 
would be created for the British balance of pay- 
ment situation. It is probable that by some kind 
of a credit cartel between all the Western indus- 
trial nations, the communist area could be denied 
the benefits created by the credit situation. But 


this can definitely not be classified as denying 
them Western aid. It would clearly be a case of 
discrimination. 


IV. EXTERNAL INFLUENCE OF 
INTERNAL U.S. REGULATIONS 


1. Introduction 


The remaining unilateral American export re- 
strictions have continuous repercussions in West- 
ern Europe. These regulations are enacted by the 
U.S. Congress, interpreted and implemented by 
U.S. agencies, and formally valid only for Ameri- 
can residents. One could, thus, be led to the con- 
clusion that they only would affect the American 
trade with the communist nations. In most of the 
relevant literature, there is, for instance, hardly 
any indication that these regulations also effect 
trade between Eastern and Western Europe. But 
this is a mistake. The internal American restric- 
tions still have an influence over trade even in 
Europe. 

This influence is felt in a double way, by direct 
American pressure on the West European compa- 
nies not to engage in trade in restricted goods, and 
by a widcly dispersed American organization con- 
cealed within the U.S. diplomatic missions, con- 
trolling such trade. 

The United States export regulations differ be- 
tween goods which need a validated licence, which 
must be applied for in individual cases, and goods 
requiring a general licence, which is a general 
authorization to export certain types of commod- 
ities to certain destinations without the necessity 
of filing individual applications for each export 
case. The main rule concerning other countries is 
that goods shipped under a general licence can- 
not be re-exported or diverted to a country for 
which a validated licence is required for a direct 
export from the United States, that is, mainly the 
communist nations. Goods shipped under vali- 
dated licences can rarely be re-exported or diver- 
ted without the express authorization of the U.S. 
Office of Export Control. The U.S. authorities, in 
these cases, also require a delivery verification by 
the ultimate purchaser or consignee concerning 
the end-use of the licenced goods.53 

These regulations are implemented outside the 
United States mainly through direct relations with 
the ultimate customers in Western Europe or else- 
where. 


2. Anti-diversion rules 


When a foreign company buys an American com- 
modity included in the Positive Lists, which since 
1965 has been given the new name of the Com- 
modity Control List, U.S. regulations require that 
the American invoice include the following phrase: 


"United States law prohibits disposition of 
these commodities to the Soviet Bloc, Communist 
China, North Korea, Macao, Hong Kong, Com- 
munist controlled areas of Vietnam or Cuba, un- 
less otherwise authorized by the United States." 59 


It has even been reported that as some Ameri- 
can companies cannot keep track of all the 
Changes in the Positive List they print the above 
phrase on all export invoices. 

When West European companies buy goods 
which in the United States require a validated 
licence, the anti-diversion notice on the invoices 
is even more stringent, stating: "These commod- 
ities issued by the United States for ultimate des- 
tination (name of importing country) Diversion 
contrary to United States law prohibited.”°° 

Other cases have been reported where the Euro- 
pean or Japanese importer has had to sign special 
agreements not to dispose of the U.S. goods in 
any form to the communist nations.?! 

The governments of the importing countries 
are required to cooperate in the control of the 
observance of these regulations by issuing import 
certificates and delivery verifications, as described 
in chapter 5. The NATO countries, as well as 
Japan, Hong Kong and Austria, still in 1967 par- 
ticipate in the IC/DV scheme, while Switzerland 
and Yugoslavia cooperate in very similar proce- 
dures.9? 

A European case which has been much referred 
to was when Sud Aviation of France in late 1962 
planned to seli Caravelle airplanes to China. Ac- 
cording to the newspaper reports the American 
State Department succeeded in preventing this 
sale on the grounds that "this particular aircraft 
had American General Electric aft-fan engines, 
the civil version of a military power plant. Aero 
engines are on the list of strategic materials whose 
export to Communist China is forbidden by the 
U.S. Government."63 

The European companies and industrial orga- 
nizations have, moreover, been told directly by 
the American diplomatic personnel in the West 
European nations that these provisions are not 
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simply intended to prevent a direct re-export to 
the communist nations. The word “disposition” 
is to be interpreted in its widest sense. Not only 
may the U.S. originated commodities not be in- 
corporated in goods for export to the communist 
nations, however small the relative value of them 
would be, but “dispose” also is intended to mean 
that the U.S. goods may not even be used as raw 
material or intermediary products in any sort of 
production of goods for export to the East. 

The control problems are in most cases a rather 
difficult matter for the Americans, but even if 
this is so, the direct American pressure in the 
form of anti-diversion notices on West European 
business circles explains some of the hesitancy 
that still exists to engage in too extensive trade 
deals with the communist nations. 


3. Other rules 


These general rules are supplemented by a num- 
ber of special restrictions, American subsidiaries 
and affiliated companies abroad, for instance, are 
supposed to follow the American export regula- 
tions and not those of the country in which the 
daughter company is registered. This is control- 
led hy the Office of Foreign Assets Control of 
the Treasury Department. The restrictions on the 
export of technical data have been constructed 
also to include memorized information, not mani- 
fested in any written or tangible form, that is, 
oral communication by an American in a foreign 
country. According to the leading American aca- 
demic specialists in this field, these restrictions 
"pose a substantial threat to freedom of travel, 
freedom of speech, and, in some cases, freedom to 
carry on one's professional occupation."9* All 
these rules are furthermore supported by the 
threat of being included in the published Black 
List of the Office of Export Control, or the con- 
fidential Gray List or "Economic Defense List" 
jointly maintained by the U.S. Departments of 
State, Treasury and Commerce.$5 


4. West European opposition 


There is a considerable amount of West European 
opposition to these American rules. It has oc- 
curred that big West European concerns have 
started to divide all their products into three 
groups, those that bave no American components 
in them, those that have some that can be re- 
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placed by European products, and those that also 
have some but which can only be had from the 
United States, These concerns have then deliber- 
ately started to switch over from American to 
European components in the goods of the second 
group, whenever this seems to have been com- 
mercially motivated by the growth of the Eastern 
markets. These tendencies have naturally been 
observed by the American exporters, and the op- 
position to this loss of American markets in West- 
ern Europe has been so strong that in 1964 the 
U.S. Secretary of Commerce suggested to Con- 
gress that the present rules should be abolished or 
at least substantially modified, lest they react too 
unfavourably on U.S. exports to Europe and on 
the balance of payments. The Secretary of 
Commerce in 1964, Mr. Luther Hodges, also con- 
tinued by stating that "Comparably adverse ef- 
fects can flow from our efforts to maintain U.S. 
export control restrictions over goods made in 
foreign countries with some portion of U.S. origin 
components. We have had very difficult cases in 
this field. Some have even included representa- 
tions by friendly foreign governments against 
what they have called our assertions of ‘extra- 
territorial jurisdiction’, and our ‘invasions of their 
sovereignties' ",07 

In West European business circles these spe- 
cial American restrictions are often suspected of 
not being based solely on military motives. It is 
believed that the United States maintains these 
regulations partly to restrict West European com- 
petition on the Eastern markets, and that once 
an American company has got a big order in an 
Eastern country, the American regulations will be 
lifted, but too late for the West Europeans to 
compete. These ideas are often advanced by busi- 
nessmen but rarely come up in open debate. An 
example of such West European complaints was 
recently reported.98 

An American proposal to restrict some modern 
types of computers by the Cocom organization 
was refused by the West Europeans. According to 
the reporter: “London thought the whole 
(American) scheme was a trick to open up a mar- 
ket for used models produced by the American 
firm International Business Machines while deny- 
ing outlets to the newer computers of European 
makers.” This suspicion may not contain the 
whole truth as the American restrictions on cum- 
puters have also been applied against France. In 
the press it was reported in May 1966 that the 


U.S. Government had put an embargo on the 
shipment of some electronic computers to France 
because they would be used in the French hy- 
drogen bomb programme. A month later it was 
reported that France considered developing its 
own computer industry in order to escape the 
American restrictions.9? 


5, A case of private U.S. pressure 


Another form of American pressure affecting 
Western Europe has also been reported. In the 
summer of 1960, Standard Oil of New Jersey 
issued an order to all its subsidiaries around the 
world that when chartering ships they should 
“take into consideration” whether the shipowner 
or the broker had been engaged in business with 
any communist nation. This instruction, which is 
said to have been applied by other Western oil 
companies as well, is called “the Esso clause”. 
It is also said that the Coordination and Planning 
Department, the brain trust of the Jersey com- 
pany, objected to the introduction of this clause 
for commercial reasons, but that the board of di- 
rectors, after contact with the U.S. State Depart- 
ment, decided to enforce it. 

As the oil companies are very important as 
customers in world shipping, “the Esso clause” 
may well help to explain the reluctance of West 
European shipowners to engage their ships in 
deals with communist nations. This reluctance 
has been strongly stressed not only in Norway 
and Greece, but also in such a country as Swe- 
den, where the neutral policy of the government 
cannot protect individual businessmen against pri- 
vate U.S. reprisals.*° 


6. Japan 


What has been said about the effects of the more 
severe American regulations on the business life 
of Western Europe is also true for other parts of 
the world, and especially for Japan. This latter 
country, moreover, has, since the peace treaty, 
a special yearly consultation procedure with the 
United States, in which the Japanese trade with 
the Soviet Union and China is regularly dis- 
cussed.?! Japan's trade will be further discussed in 
chapter 16, section VII. 


7. American back-door trade 


If the West European companies have taken ac- 
tion to circumvent or avoid the special American 
restrictions on East-West trade, so also have 
many American companies. Many of the approxi- 
mately 1,000 American-owned companies in 
Western Europe and Japan carry on very lively 
trade with Eastern Europe. This trade is called 
“back-door trade”.72 

There seems to be no solid basis on which to 
estimate the size of this “back-door trade”. Only 
scattered evidence is available. For instance, a 
Honeywell director is quoted as having said that 
of the commercial equipment Honeywell sells to 
Eastern Germany, some sixty per cent is made in 
West Germany and counted as West German ex- 
ports, while only forty per cent shows up in U.S. 
trade figures.73 

There is no doubt that this “back-door trade” 
is used by the American companies in order to 
be able to compete for business in the communist 
nations, in spite of the special American regula- 
tions hampering such trade. 
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Part IV. Attempts at Quantifications 


In writing this book, much work has gone into 
the collection of statistical trade data. When the 
work started, no internationally comparable sta- 
tistics with commodity breakdowns existed for 
East-West trade during the crucial embargo years 
around 1950. An attempt to regroup relevant 
parts of national trade statistics into a pattern 
comparable to the 1954 embargo lists, as pub- 
lished in the Board of Trade Journal, could not 
be carried through, as the nomenclatures were 
too widely apart. Another attempt to regroup it 
according to the SITC-nomenclature also proved 
to be a dead end. Finally, an appeal to the Sec- 
retariat of the United Nations Economic Com- 
mission for Europe in Geneva gave some result. 
After one and a half years, the work in ECE 
resulted in the basic material for constructing a 
continuous time series from 1948 to 1963, with 
the same commodity breakdown as has been used 
to report East-West trade in the Economic Bul- 
letin for Europe after 1953. A less detailed break- 
down is rendered in the statistical appendices to 
this book. 

These trade statistics should be compared to 
the development of the embargo policy, as re- 
vealed in the Cocom lists. These lists, however, 
have been secret up till 1954, and it proved im- 
possible to open the Cocom archives. The natio- 
nal licensing requirements, as published before 
1954, do not give any acceptable picture of the 
three Cocom-lists. The only thing that was re- 
vealed to me was a summary table of the number 
of so-called “items” on the embargo lists before 
and after the 1954 revision. This summary leaves 
many things to be desired. 

Because of these and of other difficulties which 
will be revealed in their proper places, it has 
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proved almost impossible to make any detailed 
analysis of the effects of the embargo policy on 
East-West trade, and through this trade, on the 
economic development of the communist econ- 
omies. Thus the title “attempts at quantifica- 
tions” seems proper for this fourth part of the 
book, with stress on “attempts”. The results of 
all the work that has gone into it are meagre, and 
do not give much ground for any quantita- 
tive conclusions about the particular effects of the 
embargo policy. It does, however, give a clear in- 
dication that the embargo policy has been one im- 
portant factor which can help to explain both the 
general East-West trade development, and the di- 
rection and structure of this trade after 1948. 

There is an added reason for presenting this 
material in some detail. The account of the gen- 
eral East-West trade picture after 1948 in these 
chapters throws light on a number of points which 
in the existing literature is only treated in passing, 
and often in a one-sided way. The treatment here, 
moreover, is based on some statistical informa- 
tion which the existing literature has not had 
access to. Thus, the following presentation, while 
trying to answer particular questions about the 
embargo policy, should also provide insight into 
more general problems of post-war East-West 
trade. 

The analysis will be divided into three main 
chapters. The first presents an attempt to quantify 
the embargo lists and to give some details about 
their content. The second will try to show the 
possible effects of the embargo on East-West 
trade, and the third will speculate somewhat about 
the possible effects of the trade development on 
the general Soviet economic development. 


Chapter Thirteen. Length of the Cocom-Lists 


I. INTRODUCTION 


In parts If and III of the book a general idea 
about the development over time of the embargo 
policy has been given. In order to understand 
the importance of this policy for the development 
of trade, a more detailed knowledge about the 
concrete embargo actions would be desirable. The 
normative set of rules for these actions was set 
down in the embargo lists. Ideally, we would like 
to quantify these lists, and try to see the relative 
importance of the included commodities in the 
total trade picture. 

Such a procedure mects with several difficul- 
ties. The two most severe are secrecy and com- 
plexity. 

The first open publication of an embargo list 
did not appear until towards the end of 1954.1 
The officially available material presents only de- 
tails of the lists from the highly important period 
before 1954, the time when the trade effects were 
most severe. To compile these details into a pat- 
tern is one method to arrive at a better quantifi- 
cation of the lists, but one full of pitfalls. Even 
after 1954, there are a number of difficulties. 
Some nations have published their lists, but the 
Cocom-lists still remain secret. Around 1962 the 
Cocom-governments agreed to keep these earlier 
lists secret for still another 12 years, that is till 
the middle of the 1970's. 

The handling of the lists is also complicated 
due to their complexity. There are several sets of 
lists. And there are several layers of implementa- 
tion for the different lists. Moreover, the lists are 
presented in a way which makes it very difficult, 
and too time-consuming, to weigh the relative 
importance of different goods in total, actual and 
potential, trade at different points of time. One 
West European foreign office spokesman has said 
that the technical language of the lists is so diffi- 
cult that the translation from English into his own 
Janguage cannat be done by the department, but 
has to be done by the industrial companies 
producing the items in question. 

In the present chapter we will try to present a 
somewhat coherent picture over the extension of 
the embargo policy. We will put the different 
lists into a system, and we will make one possible 
—even if a very crude—quantification of the total 


Cocom-lists, Finally, we will indicate the com- 
modity groups that were involved at the peak of 
the policy. 


II. THREE SETS OF EMBARGO LISTS 


We will summarize the different embargo lists un- 
der there main headings: the National Lists, the 
International or Cocom Lists, and the Battle Act 
Lists. 


1. The National Lists 


The first embargo lists were the national ones. In 
1947, England issued some restrictions over goods 
for exports to the East, which, however, were ex- 
ceedingly short. The first serious embargo list was 
the American so-called Positive List. 

The Positive List was a consequence of the war- 
time regulations and listed the goods that the De- 
partment of Commerce wanted to regulate in ex- 
port trade, for various reasons. 

In 1947-1948, when the United States decided 
to include trade restrictions in the arsenal of Cold 
War weapons, the Positive List was the instrument 
chosen. It was at that time heavily increased, and 
has, by international standards, remained very 
long since then. 

The Positive List can be said to include all 
those goods which the Administration judged to 
be of such a strategic value that the export of 
them should be regulated. There were different 
types of export licences for different commodity 
groups, but all were closely controlled. As has 
been indicated above, the actual licensing practice 
has even been more stringent in the United States 
than is indicated by the lists. 

Since the early negotiations with the West 
European allies in 1948 to 1950, these countries 
have also had national embargo lists, openly or, 
mostly, secretly. These lists have taken two main 
forms, either an open list including the goods 
which require an export licence,? or an inverse 
list, including all these goods which are free for 
exports, but excluding the goods that require a 
licence. In this manner, the similarity between the 
different Western embargo lists has been blurred, 
and the policy somewhat concealed. This has ad- 
mittedly been the purpose of issuing "free lists" 
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instead of “licensing lists” in some countries. In 
Holland the embargo has been completely con- 
cealed in the form of lists, as no lists at all have 
been published. Instead, all export to the com- 
munist area has been placed under licensing con- 
trol and in the administration of these procedures 
the Cocom-lists have been applied. 

Whatever the differences in the way of making 
public the National Lists it may be assumed that 
the Cocom-nations have adhered rather closely to 
the Cocom-lists. 

Nations outside of Cocom have also had export 
control lists of different types. However, they 
have probably varied even more than those of the 
Cocom-nations. As early as in 1951, for instance, 
neutral Switzerland published a list of goods put 
under licensing controls. This list seems to have 
been broader in coverage than the actual Cocom- 
lists, but, on the other hand, it is less certain that 
the Swiss Government actually implemented the 
regulations as severely as did the Cocom-govern- 
ments. In a number of underdeveloped nations re- 
ceiving American aid, the National Lists are likely 
to have been confined to those few articles of ex- 
port which these countries realistically could ex- 
port. 


2. The International Lists 


The International Lists are those which have been 
agreed to by Cocom. The first of these lists was 
agreed upon on November 22, 1949. The sub- 
division of these lists during the first years is not 
known in detail, but prior to the 1954 revision 
of the control system, already from the beginning 
of 1949, there were three different lists. 

International List No. 1 (IL I), also properly 
called the "strict embargo list", contained those 
items on which the Cocom-partners had agreed 
that no export whatsoever would be permitted. IL 
Il, or the “quantitative contro! list", contained 
items which could be exported but in carefully 
controlled and limited quantities. IL III, or the 
"surveillance list", contained items which in prin- 
ciple could be exported to the communist area, 
but where the pattern of trade and especially the 
amounts were reported to Cocom in the form 
of continuous monthly statisical information, or 
"exchange of information". 

In addition the special Chincom lists for China 
should be mentioned. On June 23, 1951, the 
Board of Trade Journal published the British list 
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of items subjected to licensing for China, and in 
February 1957, it was revealed to the British Par- 
liament that except for "addition of platform and 
fork-lift trucks in April 1953, and the removal 
in October 1953 of ordinary passenger cars and 
sodium peroxide’ there had been no changes 
in the lists published in 1951, This British list 
may indicate the wide range of goods included 
in the Chincom list, valid for all the West Euro- 
pean nations.) Some months later in 1957 the 
special China list disappeared. 

In the 1958 revision of the embargo policy, 
the International Lists Nos. II and If were abol- 
ished and items which were still to be kept un- 
der control were transferred to a new Internatio- 
nal List No. IV, also called the “Watch List”. 
The export of goods on the International List IV 
could be restricted if their further export was 
deemed contrary to Western security interests. 


3. The Battle Act Lists 


The Battle Act, section 103, directed the Admin- 
istrator of the Act, jointly with experts from the 
Departments of State, Defense and Commerce, 
ECA and other appropriate agencies, to draw up 
a list of goods which were to be considered as 
being either war material or items of primary stra- 
tegic significance used in the production of war 
materials. Section 201 of this Act also declared it 
to be the policy of the United States "to regulate 
the export of commodities other than those speci- 
fied in title I", that is in section 103. These 
"other" commodities were, according to section 
202, those "which in the judgement of the Ad- 
ministrator should be controlled . . .". 

These demands of the Congressional legislation 
were met by the drawing up of a "Title I List"e 
which was subdivided into "Category A" con- 
taining arms, ammunition, implements of war and 
atomic energy materials, and "Category B" list- 
ing petroleum, transportation materials of strate- 
gic value and items of primary strategic signific- 
ance to the Soviet bloc used in the production of 
arms, ammunition and implements of war. These 
two lists were determined by the Administrator of 
the Battle Act on November 25, 1951. No special 
“Title II List" was drawn up for “other com- 
modities", but the provisions in sections 201 to 
203 of the Act were used to increase the length 
of the International Lists by negotiations inside 
and outside of Cocom. The United States Gov- 


Table 13-1. Most important embargo lists 


San 


Strict Quantitative 
Lists Embargo control Surveillance 
usr x 
US IA (strict embargo only in U.S.A.) x 
USI x in reality x formally 
US IIB x 
ILI x 
IL 11 (before 1958) x 
IL HI (before 1958) x 
IL 1V (after 1958) x 
BAL, category A (after 1960! equal to IL I) x 
BAL, category B (after 1960! equal to IL 1V) x x x 
BAL, problem list x x x 
National lists, corresponding to IL I-IV, 
licences are required, and not granted sometimes granted and reported 
granted to Cocom 


ernment drew up what was called a "problem 
list" of items of "secondary strategic import- 
ance" which it thought should be subject to more 
effective controls. 


4. Relations between the three 
sets of lists 


What is the relation between the lists now men- 
tioned? The American Positive List is the most 
comprehensive and may be interpreted as an ex- 
pression of the American desire to regulate all, 
and prohibit most exports to the Soviet bloc dur- 
ing the early 1950's. This desire was obviously 
impossible to enforce in Europe, and the United 
States had to settle for a less ambitious goal, ex- 
pressed in the Battle Act Lists. 

The Battle Act Lists did not, in fact, directly 
regulate any trade. In the United States the regu- 
lations were already more severe when the Battle 
Act Lists were drawn up, and in Europe the Na- 
tional Lists, based on the International Lists, were 
applied. The importance of the Battle Act Lists 
was more of a political nature. They expressed 
the minimum regulations which the United States 
wanted its allies to adopt in case the allies wanted 
to continue to receive United States assistance. 
Furthermore, the Battle Act Lists gave Congress 
a certain amount of control over the implemen- 
tation of the American policy in Cocom. The 
American negotiators in the organization got sup- 
port not only from the threat of cutting off aid, 
but also from the knowledge that any refusal by 
a West European nation to comply with the Ameri- 
can lists had to be excused by the American 


President and reported to Congress. In the for- 
mulation of the Battle Act Lists, however, the 
United States Administration had a rather free 
hand in relation to Congress, and, as we described 
in chapter 5, section IV, it is likely that the Ad- 
ministration drew up the Battle Act Lists with seri- 
ous consideration of what was feasible to achieve 
in the international negotiations. Besides, there 
was no official Battle Act List for the most seri- 
ous intra-Western trouble sector, that of the so- 
called secondary strategic goods. 

The different lists can be summarized in 
table 13-1, based on the nomenclature of a 
non-published "Correlation of Security Listings" 
issued by the Strategic Controls Division of the 
U.S. Department of Commerce and used as a 
basic document by Cocom in Paris. 


IIl. A QUANTITATIVE MEASURE OF 
THE EMBARGO POLICY 


1. The approach 


It will be difficult to analyse the trade effects of 
the embargo policy if we do not have some kind 
of an understanding of its quantitative develop- 
ment. A measure of this sort, however, is very 
hard to find. At the present time, only one way 
seems to lead in this direction, namely a quanti- 
fication by "items" of the Cocom-lists. This can 
be endeavoured by the help of some figures given 
for the revisions of the embargo policies, and by 
some expressions giving an absolute measurement 
of the length of the lists in terms of percentage 
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Fig. 13-1. Direction of list-developments. 


of "internationally traded goods". Far more ideal 
approaches can be imagined, and indecd desired, 
but none seems available. 


2. The direction of the list development 


What do we know about the direction of the de- 
velopment of the international embargo lists? Let 
us list the important points of time: 


a) March 1948, a unilateral American embargo 
went into effect. 

b) Last months of 1948 and all of 1949, Amer- 
ican pressures on Western Europe to follow the 
American policy. 

c) November 22, 1949, CG-Cocom was found- 
ed and the first international embargo list agreed 
upon. 

d) Iune 1950, outbreak of Korean War, in- 
creased pressures on Europe from the United 
States. Extension of lists. 

e) Beginning 1951, British submittance to 
United States pressures after Chinese intervention 
in Korea gave rise to important extension of lists. 

f) End 1951 and beginning 1952, the Battle 
Act gave extra strength to tke United States pres- 
sures. 

g) Middle 1953, after the truce in Korea, many 
statements indicate that the West European gov- 
ernments started to press for relaxation of con- 
trols. 

h) August 16, 1954, first main revision of the 
Cocorm.lists. 

i) 1955 minor revision. 

j) 1957 minor revision, the China differential 
removed. 

k) August 15, 1958, second main revision. 

1) After 1958 several minor revisions. 


From these points we may construct figure 
13-1, in which the upward and downward direc- 
tions of the development of the international lists 


are indicated. 
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3. The number of “items” on the lists 


Figure 13-1 gives an approximative idea of the 
development of the embargo policy and its rela- 
tive severity during different periods. In order to 
make this picture more precise, we will now try to 
relate the development over time to a measure- 
ment of how great a percentage of all "internation- 
ally traded goods" were included in the embargo 
lists. For this purpose we have to start by two 
statements which we will have to assume to be 
approximately correct. 

The first one is by the United States Secretary 
of the Tresury, Douglas Dillon, who, in a Con- 
gressional hearing on April 9, 1964, stated that the 
Cocom-nations "have a list of strategic items, 
and which comprises, I would say, about some- 
where around 70% of the total items that move 
in international trade, and these they don't trade 
with the Soviet. But 90% of the items they do."9 
A similar bit of information is given in a West 
German source from 1966,19 which, however, 
may be based on Dillon's statement, 

The second statement, or set of statements, re- 
fers to the licensing requirements of France, and 
is to be found in the international survey of ex- 
port control regulations which has been a regular 
feature of the Battle Act Reports. These state- 
ments refer to products which "are subject to 
export license". In the first Battle Act Report it 
was said that the French licence list "which in 
1951 included approximately one-half of the 
goods contained in the French tariff nomencla- 
ture, has been considerably lengthened".!! Already 
in the second Battle Act Report this was changed 
to "Export licenses are required for over one- 
half of the commodities identified in the French 
tariff nomenclature”.12 This statement was kept 
unchanged till 1960,13 but was changed in 1963 
to “Export licenses are required for over 20% 
of the commodities identified in the French tariff 
nomenciature".!4 It should be noted that this last 
Statement covers approximately the same time 
span as that of Secretary Dillon. 

These two reported facts are far from unam- 
biguous, and should perhaps not be pressed too 
heavily, but they may be used for at least building 
up an hypothesis about the length of the lists. 

In some interviews I have tried to get a clari- 
fication of the statement about France. One 
French diplomat has given as his recollection that 
in the first years of the 1950's, mainly the Cocom 


Table 13-2. Number of “items” on the Cocom-lists—1949 to 1964 
ea aat Rp e c AP ee t 


According to Date 


ILI 


ILII 


IL III 


Total 


ae 


Economist, Nov. 12, 1949, p. 1067 Nov. 1949 +100 
U.S. Secretary of Commerce 

GPO-1956-B, p. 404 Nov. 22, 1949 2 19 107 
Chuthasmit, p. 290 May 1950 150 
Economist, Sept. 1, 1951, p. 489 Sept. 1951 app. 100 
BTJ, Oct. 20, 1951, p. 789 Nov. 1951 270 
BAR, No. 1, pp. 37 and 43 Jan. 1952 285 
Chuthasmit, p. 103 April 1952 app. 400 
Correlation of Security Listings, 2nd ed. June 1953 263 110 66 439 
BTJ, March 6, 1954, p. 469 Feb. 1954 app. 250 app. 100 
BAR, No. 5, p. 21 Aug. 15, 1954 260 90 100 450 
U.S. Secretary of Commerce, 

GPO-1956-B, p. 404 Aug. 15, 1954 266 92 102 460 
BAR, No. 5, p. 21 and No. 12, p. 2 Aug. 16, 1954 170 20 60 250 
U.S. Secretary of Commerce, 

GPO-1956-B, p. 404 Aug. 16, 1954 170 24 62 256 
Correlation of Security Listings, 3rd ed. Nov. 1954 172 24 63 259 
BAR, No. 12, p. 2 July 1958 203 
NZZ, Aug. 17, 1958, p. 12 

Economist, Aug. 16, 1958, p. 556 July 1958 181 25 206 
NZZ, Aug. 17, 1958, p. 12 ILIV 

Economist, Aug. 16, 1958, p. 556 Sept. 1958 118 max. 63 

app. 32 
See text, p. 145 1964 app. 150 


items were subjected to export licensing require- 
ments, and another French diplomat has stated 
that the embargo lists did amount to approximate- 
ly half of all commodities in international trade. 
A British official of the Board of Trade has also 
given as his vague opinion that the lists may well 
have been so inclusive. It should be noted that 
these statements came as answers to explicit ques- 
tions, and were only vague and unchecked ex- 
pressions of personal recollections. None of those 
asked has, however, claimed that this figure of 50 
per cent is much too high. 

We are using the concept of "item" in this 
analysis, as this concept consistently has been 
used in the embargo discussions, in forms that 
can be meaningfully compared. "Item" is, of 
course, a very unsatisfactory measure. It refers to 
a group of products with common characteristics. 
Inside a tariff nomenclature, an "item" may con- 
tain a varying number of “commodities identi- 
fied", Thus there need not be any contradiction 
between Dillon's 10 per cent of "items" and the 
French 20 per cent of "commodities identified" 
in 1963-1964. 

This "item" concept has varied much in dif- 
ferent trade classifications. In the Brussels nomen- 
clature of 1938, there were 456 items; in the 
SITC of 1950, 570 items; a later revision of the 


SITC lists has brought the number of items up 
to 1,312. U.S. export lists in the early 1960's 
contained about 2,600 items.15 We do not know 
if the Cocom division into items is unique, or if 
it corresponds to the American high figures or 
to the SITC classification. 

Another important difficulty is that items may 
vary in coverage over time, being more or less 
inclusive of all different types and sizes of a given 
item, e.g., generators or trucks. 

Table 13-2 gives a summary of the number 
of "items" which, according to different state- 
ments, have been included in the Cocom.lists. 
In order to understand it better, we will give some 
more details of the sources for the table, com- 
bined with some non-quantified information 
about the development of the embargo lists. Our 
information is mainly taken from England, which, 
however, can be broadly taken as a representative 
country. 

In September 1945, the United Kingdom had 
removed most items from the remaining war-time 
export licensing regulations. For practical pur- 
poses these regulations were abolished, or at least 
dormant, until April 1948, that is shortly after the 
first American embargo actions took effect, when 
aircrafts were put on an export embargo list as 
war materials.17 This happened after the United 
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Kingdom, in fulfilment of contracts signed in 
August 1946 and March 1947, had exported 55 
gas turbine engines and a number of airplanes to 
the Sovict Union. In discussing this event in Par- 
liament in May 1948, the existence of a British 
“secret list" was revealed. The shortness of this 
list was indicated by the statement that gas tur- 
bine engines were not included in it.18 

In answering a question in Parliament on 
March 31, 1949, the President of the Board of 
Trade, Harold Wilson, said that many items of 
potential military value were already subject to 
export licensing control in the British security in- 
terests, A new order had been signed that day, 
extending that control over a wider range of these 
goods. The controls were to be applied to all 
areas except the British Commonwealth, the other 
OEEC countries and the United States.!? 

In June 1949, the U.S. delegate to Gatt stated 
that in the United States “out of 3000 group items 
under the export classification, only 200 were af- 
fected by export control".20 

In November 1949, a few weeks before the first 
international list was agreed upon, it was reported 
in the British press that export controls had been 
extended to another one hundred strategic ma- 
terials and that destination controls had been 
made firmer to avoid circumvention of the em- 
bargo by way of Latin America and the Far 
East.?! This was most likely the Anglo-French 
list, "similar but less comprehensive than the 
U.S. lists," which the United States, England and 
France "endeavoured to persuade other Western 
European countries to apply".?? 

In a testimony by the U.S. Secretary of Com- 
merce, Sinclair Weeks, we later get the exact in- 
formation that when the International Lists were 
first made up on November 22, 1949, they con- 
tained 86 items on the embargo list, 2 on the 
quantitative, and 19 on the surveillance list.?3 

In May 1950, one month before the outbreak 
of the Korean War, the United Kingdom had 
about 150 items subject to control.?4 

In the first Battle Act Report, the Battle Act 
list, category A is openly given with twelve items 
of arms, ammunition and implements of war and 
nine items of atomic energy materials. The Battle 
Act list, category B, was initially determined on 
November 25, 1951, and covered 264 items of 
“primary strategic significance." Thus when this 
list went into effect on January 24, 1952, the two 
Battle Act lists contained 285 items.25 This num- 
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ber of items corresponds rather well to a notice 
in the Board of Trade Journal in October 1951, 
where it was stated that England would institute 
a close transshipment control from November 8, 
1951, over "arms and ammunition, and about 
250 other items".2e 

Between the setting up of Cocom and the out- 
break of the Korean War there is no evidence of 
any more important extensions of the lists. But as 
soon as that war started, notices appeared in the 
British press revealing more or less serious ex- 
tension of the lists. The impression is gained 
from these notices that contrary to the Ameri- 
can way of imposing an almost total embargo, 
Cocom was examining commodity sector after 
commodity sector and only slowly and very selec- 
tively adding different items to the Cocom-lists. 
From September 1, 1950, a range of goods, 
mostly chemicals, metals and machinery, were 
subjected to tighter control??? and in October a 
further range of iron and steel items, chemicals, 
machinery, transport equipment, and metals were 
also controlled.28 

This continuous extension of the British lists 
was carried on into 1951 by a number of de- 
crees?? covering all sorts of commodities, includ- 
ing also raw rubber.39 

At the same time a number of actions were 
taken in other West European nations. Denmark 
introduced a new export control decree in Feb- 
ruary, 1951, Italy started a raw materials census 
in January, the Netherlands controled raw mater- 
ials within the military economic programme laid 
before Parliament in March, and extended con- 
irols over scarce materials based on United States 
"prohibited-use" lists,31 

Raw materials proved to be both an issue for 
intra-Western differences and a measure for press- 
ing reluctant nations into line with the Cocom- 
embargo policy. The International Materials Con- 
ferences which were instituted by the main West- 
ern allies in January 1951 to discuss, and partly 
allocate raw materials during the Korean shortage 
crisis, probably played a great role in harmoniz- 
ing the differences about the raw materials to be 
put on the embargo lists.3? 

On May 18, 1951, the United Nations' China 
embargo resolution was adopted. As mentioned in 
the descriptive part, the effect of this act did not 
amount to a "major intensification of the meas- 
ures which the United Kingdom had progressively 
adopted since the Korean hostilities began".33 In 


this context the British also published a list of 
the items which were subject to embargo for 
China which is partly reprinted below. 

In the summer and the autumn of 1951, the 
extension of the British lists continued.?* In Sep- 
tember one source reports that “The British list 
of prohibited goods covers 90 per cent of the 
items on the American list and in addition there 
are a hundred items (including rubber) the export 
of which is restricted to normal requirement”.35 
If this statement was approximately true, not very 
many items remained unresolved in the embargo 
controversy between the United States and West- 
ern Europe at the end of 1951, not enough, it 
may appear, to motivate the crude Battle Act 
legislation. There are also no signs in the Board 
of Trade Journal that the going into effect of 
this act in late January 1952, had any special 
effects on the extensions of the lists. During all 
of 1952 the notices continue to filter down that 
new items are put under licensing requirements.3¢ 
In 1953, this picture of continuous expansion 
starts to be mixed up with some relaxations which 
seem to grow more and more important during 
the year, and continue into 1954.37 

According to the findings of Chuthasmit, there 
were approximately 400 items on the lists in April 
1952. A study of some non-published Cocom do- 
cuments from 1953 puts the number of items to 
439 in June 1953. 

In February 1954, the President of the British 
Board of Trade revealed that there were approxi- 
mately 250 items on the British embargo list and 
100 on the quantitative list.?8 

In August 1954 came the first big revision of 
the Cocom-lists. The effects of this revision on 
the number of "items" have been given both in 
the Battle Act Reports and by the U.S. Secretary 
of Commerce in a later Congressional hearing. 
A study of another Cocom document confirms 
these figures. The 1954 revision reduced the num- 
ber of items from about 260 to about 170 on the 
International List No. I, from some 90 to approxi- 
mately 20 on List II, and from about 100 to 
roughly 60 on List II, according to the Battle Act 
Reports.39 

From an earlier report on the 1954 revision, we 
furthermore know that there was also a net reduc- 
tion of coverage inside the 170 items remaining 
on List I, so "as to split off certain less impor- 
tant sizes and types of the goods covered by the 
item”.*° In a statement by U.S. Secretary of Com- 
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merce Weeks, we have confirmation of these fig- 
ures and a few more details. His set of figures 
refers to August 15 and 16, 1954, when the re- 
duction was from 266 to 170 on International 
List No. I, from 92 to 24 on International List 
No. Il, and from 102 to 62 on International List 
No. III.31 

“Only minor alterations were made in the In- 
ternational Lists between 1954 and the second 
major revision in 1958",!? according to the of- 
ficial reports. 

In the official American report on the 1958 
revision, it is indicated that before the revision, 
the lists comprised 203 “items”.43 

We are also told that the net effect of the 
1958 review "was to narrow the coverage of the 
international embargo list (IL I) both through 
a net reduction in the number of items covered 
and through a narrowing of the definitions of 
many other items". A West German observer 
claims that the 1958 revision gave a reduction of 
and a number of categories were combined. In 
items were deleted entirely: others were added; 
and a number of categories were combined." In 
this revision the International Lists II and III 
were also abolished, and a new List IV, a Watch 
List, was established. This list is not mainly a new 
version of the old quantitative (II) and surveil- 
lance (III) lists, but "consists largely of items for- 
merly on International List I (embargo) which, 
in the opinion of Cocom, are of sufficient import- 
ance that their export to the bloc should be main- 
tained under surveillance". 

According to British information, the 1958 re- 
vision cut down the strict embargo list from 181 
to 118 items, and abolished the 25 items under 
quantitative restrictions. After 1958 the revisions 
do not give any clear figures for items, but a study 
of the available information suggests a slow but 
continuous net shortening. We will assume that 
by 1964 the number of "items" on the two Co- 
com-lists was 150. The Board of Trade list of 
June 12, 1964, includes 155 items. 

Counting on the crude concept of "items" 
included in the Cocom-lists, we can now sum- 
marize what we know. After 1958 the combined 
lists have had less than 170 items; between August 
16, 1954 and July 1958, the number fell from 
approximately 255 to 203; on August 15, 1954, 
it was approximately 460; a year earlier 439; the 
main expansion from about an initial 100 items 
in late 1949 to about 400 items in late 1951 and 
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1948 50 51 52 53 54 55 56 57 58 59 60 61 60 63 64 
Fig. 13-2. Number of items on the Cocom-lists. 


early 1952 having taken place mainly in response 
to the Korean War. This development can be il- 
lustrated by figure 13-2. 


4. The percent of internationally traded goods 


If we now try to connect Mr. Dillon's statement 
that in early 1964 the number of goods on the 
Strategic lists amounted to about 10 per cent of 
the total items that move in international tradef^ 
to our computation of "items", we get the fol- 
lowing table of the approximate percentage of in- 
ternationally traded goods that were included in 
the Cocom-lists at different times. 


This table is, however, obviously built on a 
number of uncertainties which may affect it and 
which should be specified, lest too quick conclu- 
sions are drawn from the table. 


Table 13-3. Approximate percentage of internation- 
ally traded goods included in Cocom-lists 


Approximate % of inter- 
number of nationally 
Period items traded goods 
November 1949 100 6.7 
1951/52 400 26.7 
June 1953-August 15, 1954 450 30 
August 16, 1954 255 17 
July 1958 203 13.6 
August 1958 170 113 
1964 150 -10 
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Table 13-4. Per cent of internationally traded goods 
on the Cocom-lists, on different assumptions about the 
relative weight of the items" included 


-20% 1949 -40% 1949 40% 1949 
-20% 1954 -40% 1954 -40% 1954 
-20% 1958 -20% 1958 —4096 1958 


Uncorrected 
Period Items % Items% Items % Items % 
re 
bia 1 80 8 60 8 60 11 
M BA A30 30 450 47 450 63 450 83 
Pin mai 17 204 21 153 2I 153 28 
rs 170 1! 109 H 82 11 61 11 
1964 150 -10 96 -10 72 =10 54 -10 


ee 


Items are corrected for their “real weight" as assumed in 
the text. 


First, the statement by Dillon is rough. If it is 
assumed that his “about ten per cent” can mean 
anything from 7 to 13, the share of goods affected 
at the peak of the embargo policy can be either as 
low as 21 or as high as 39 per cent. 

Secondly, the number of items in 1964 is not 
clear as some items have been split after 1958. 
The figure 150 seems to be an assumption on the 
high side. If the comparable number was only 100, 
then the peak period would reach 45 per cent. 

My personal impression is that both Dillon's 
Statement and the assumed number of items in 
1964 are on the high side. If this is so, the marg- 
ins of error may cancel out, and the figure of 30 
per cent in 1953-54 may be correct. 

Thirdly, however, we know for sure that the 
concept of “items” has changed over time. From 
the reports in the Board of Trade Journal on the 
continuous extensions of the lists between 1950 
and 1952, we have reason to believe that not only 
the number of items, but also the coverage of the 
items on the lists increased. The same may be 
true in some small degree between early 1952 
and the middle of 1953. Furthermore, in the offi- 
cial reports, as quoted above, from both the 1954 
and the 1958 revisions, it was clearly stated that 
the coverage of the items remaining on the lists 
had decreased. 

We cannot quantify the amounts of these 
changes in coverage. But let us assume that the 
number of goods in 1949 in comparison with the 
maximum period were 20 or 40 per cent less in- 


clusive in each “item”, that post-1954-revision 
items were 20 or 40 per cent less inclusive than 
the pre-revision items, and that likewise the post- 
1958-revision items were 20 or 40 per cent less 
inclusive than the items remaining before August 
1958. On these assumptions we would get a table 
of number of “items” corrected for their “real 
weights”, which could be used for calculation of 
how great a share of “internationally traded 
goods” was affected by the embargo lists. 

We will present just four alternatives, including 
the maximum and the minimum possibilities un- 
der the chosen assumptions. 

Figure 13-3 can be drawn to illustrate the 
table. It can be seen that after 1958, the relative 
importance of the embargo policy has not 
changed, and that between the revisions of 1954 
and 1958, the different alternatives do not change 
the picture to a very high degree. The same is 
true for the beginning of the policy in 1949. The 
only important difference created by the alterna- 
tive computations is that for the maximum period 
of the policy, where our computations range from 
30 to 83 per cent. The last figure is clearly too 
high; if it were true there would not exist the 
margin for differences between Cocom and U.S. 
policies, as was revealed in table 5—1. The first 
is clearly too low, as the relative importance of 
the items has changed in both 1954 and 1958, 
as officially stated. Between the two other alter- 
natives, 47 or 63 per cent of internationally 
traded goods included in the lists, both of them 
lie rather close ta the French statement referred 
to above. 


Per cent of 
Internationally 
traded goods 
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Fig. 13-3. Percentage of internationally traded goods in- 
cluded in the Cocom-lists on alternative assumptions. 


Percentage of 
Internationally 
traded goods 
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Fig. 13-4. Assumed percentage of all of “internationally 
traded goods” included in the Cocom-lists 1948-1964. 


Thus, if we assume that the statement by Dil- 
lon, from which we started, is by and large cor- 
rect, we now have an approximate measure of the 
relative importance of the embargo policy over 
time, which corresponds to the second starting 
point, the given length of the French licensing 
requirements. 

Our conclusion would then be that at its max- 
imum, the embargo policy affected between 30 
and some 70 per cent of all internationally traded 
goods, with 50 per cent as a likely average which 
has some support in the literature. Figure 13-4 
may be a good summary of the development of 
the embargo policy. 


IV. THE COMMODITY GROUPS 
ON THE COCOM-LISTS 


We would, however, also like to knaw something 
about what kinds of commodities were subjected 
to embargo and licensing requirement. After 
1954, the Cocom-lists have been published by the 
British. But in the period before 1954, we do not 
have any coherent lists, only some general state- 
ments, which we will try to summarise belaw.*$ 
We will start from the commodity breakdown 
used in the Battle Act List (BAR) of November 
25, 1951, and the consolidated list of goods em- 
bargoed for China by England in June 1951 
(BTJ.47 

This basic list following below, which is com- 
bined by one American and one English list, can 
give us some idea about the content of the In- 
ternational Lists in the time period when those 
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lists approached their maximum level, in middle 
and late 1951. It should be noted, however, that 
the American list refers to the goods which by 
American laws must be subjected to an embargo, 
that is, largely corresponding only to the Cocom- 
list No. I, while the British list refers to all com- 
modities under licensing requirement, that is, not 
only on list Nos. II and III but also to those on 
the China list. This explains some of the dif- 
ferences between the two lists. The British list, 
which is the one for China, is likely to be more 
comprehensive than the East European lists. In 
order to prevent the transhipment via Eastern Eu- 
rope to China, the two areas must, however, have 
been covered by approximately the same type of 
lists. 

The relative weight of different commodity 
groups on the main lists before and after the 
1954 revision has been shown by table 5-1 on 
page 55. 

Table 5-1 does not tell much. The number of 
items in cach group may be more revealing of the 
diversity of products inside each group than of 
the relative importance for the East-West trade. 
However, the breakdown indicates in which com- 
modity groups we are to look for primary effects 
on trade. Moreover, it clearly illustrates the un- 
resolved problems between Western Europe and 
the United States, particularly before the 1954 
revision. 

Below follows the enumeration: 


1) Metal working machinery 
BAR: ~“... the most advanced types and sizes of 
the following categories of metal working machin- 
em: boring, drilling, grinding. turning, milling, 
planning. forging, pressing. and other specialized 
meial working and forming machinery." 

BTJ: ^Metal-working machine tools.” 


2) Chemical and petroleum equipment 

BAR: "Selected equipment highly specialized for 
the production of the most important industrial 
chemicals such as hydrogen, chlorine, sulphur, 
and mineral acids. Included are complete installa- 
tions. unit components, individual pieces of spe- 
cialized equipment and such key items as the cri- 
tical types and sizes of compressors, pumps, 
valves and containers which not only represent 
advanced technological know-how, but also re- 
quire in their manufacture facilities and metals 
known to be in short supply in the Soviet bloc. All 
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basic specialized equipment for the exploration, 
production, and refining of petroleum and natural 
gas is also covered." 

BTJ: "Chemical and petroleum equipment and 
plant: 


a. for the production of poisonous gases; 

b. for the production of chemicals for explosives, 
propellants, etc; 

c. equipments capable of being used for bacterio- 
logical warfare purposes; 

d. petroleum refinery equipment; 

e. oil well drilling and exploration equipment." 


3) Electrical and power-generating equipment 


BAR: "the most strategic types of electric fur- 
naces, diese] engines, and large electric motors.” 
BTJ: “Electric generators and motors." 


4) General industrial equipment 
BAR: “... certain advanced metallurgical, mill, 
and foundry equipment such as metal-rolling 
mills, sintering equipment, and specialized casting 
equipment; selected tyre production equipment; 
certain abrasives, cutting tools, and graphite pro- 
ducts; and certain specialized production equip- 
ment, such as that used in the manufacture of 
radio tubes." 

BTJ: "Specialized types of rubber machinery, 
and specialized machinery for making tyre fabric. 


Diamond tools and industrial diamonds; 

Ball and roller bearings; 

Compressors for wind tunnels; 

Steel mill equipment: 

Non-ferrous metal concentrating, refining al- 
loying, rolling and casting equipment; 

Portable hand-held power tools; 

Welding machines and equipment (including 
electrodes); 

Measuring and testing instruments and ma- 
chines for use in engineering workshops; 
Important abrasives.” 


5) Transportation equipment 


BAR: “... specialized vessels such as large ice- 
breakers, tankers, and auxiliary naval craft; rail- 
way equipment; such as specialized and heavy- 
duty rolling-stock, large locomotives, and general 
service railway rails, and certain aircraft." 


BTJ: "a. Internal combustion engines. 
b. All motor vehicles (including tractors and mo- 
tor cycles). 


c. Rails, locomotives and rolling-stock, and parts 
thereof. 

d. Ships and floating docks; including impor- 
tant parts. 

e. Cables suitable for harbour defence or mine- 
sweeping. 

f. Minesweeping equipment. 

g. Road and aerodrome construction machinery. 

h. Cranes. 

i. Nylon rope and parachute cloth. 

j. Containers suitable for use in storing or trans- 
portation petroleum of capacity of 4 gallons or 
more." 


6) Electronic and precision instruments 


BAR: “... specialized communication transmit- 
ting and receiving equipment; specialized radio 
and radar equipment and a wide variety of closely 
associated materials and components; advanced 
types of electronic tubes; the most important 
classes of electronic and precision instruments 
and specialized testing and measuring devices 
such as spectrum analyzers, advanced types of 
balances and ionosphere recording apparatus." 

BTJ: "Electronic (including radio and radar) 
equipment: 


a. Radar and other radio-location equipment; 

b. Electronic devices designed or specially suit- 
able for use in warfare; 

c. Communication equipment including cables; 

d. Valves and other components specially suitable 
for use in the above and machinery for making 
these valves and components; 

. Tissues for use in electrical apparatus; 

. Other materials having important applications 
in electronics. 
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Precision and scientific instruments: 


a. Laboratory instruments of importance in re- 
search in such strategic fields as atomic energy; 

b. Precision and scientific instruments capable of 
being used in the development, production and 
testing of military equipment; 

c. Telescopes, binoculars and 
glass." 


special optical 


7) Metals, minerals and their manufactures 

BAR: “... practically all non-ferrous metals 
such as aluminium, copper, cobalt, and molybde- 
num which are of basic importance to military 


potential. These metals are usually covered in 
their metal and alloy forms, including the basic 
mill shapes and highly strategic semi-finished and 
finished forms. Included also are specialized steel 
alloys and their products such as those required 
for jet engine reproduction and armor plate." 


BTJ: “a. All classes of iron and steel products 
(including alloy steels) up to and including the 
finished stage and included barbed wire and steel 
wire strand and cable and iron and steel scrap. 

b. Metals, the following and alloys wholly or 
mainly thereof including ferro-alloys and scrap. 
Aluminium, antimony, beryllium, bismuth, cad- 
mium, calcium, cobalt, columbium, copper, lead, 
germanium, magnesium, molybdenum, nickel, so- 
dium, strontium, tantalum, titanium, tungsten, va- 
nadium, zinc, zirconium. 

c. Items in the following fields: 


i items used for the production of alloy steels; 

ii. low melting-point alloys; 

iii, metals (and their compounds) used in connec- 
tion with petroleum warfare and military py- 
rotechnics; 

iv. special abrasives for lens-grinding; 

v. compounds constituting potential sources of 
metals listed under b above; 


d. Asbestos and asbestos yarn, textiles and 
clothing; 
e. Strategic grades of mica." 


8) Chemicals 


BAR: '"... all important chemicals used for the 
manufacture of explosives propellants, and special- 
ized plastic production." 

BTJ: "Chemicals of importance in the pro- 
duction of: 


Chemical warfare preparations. 

Military pyrotechnics. 

Fuels for self-propelling missiles. 

Additives for mineral oils. 

Strategically important plastics. 

Explosive and stabilizers, detonators, initiators 
and plasticizers for explosives. 

Anti-freeze and de-icing preparations. 

Fluids of use in hydraulically operated me- 
chanism. 

i Materials having application in atomic energy. 
j Special steels. 
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k. Tyres and other rubber and synthetic rubber 
products. 

1. Refrigerants for use in tanks and submarines. 

m. Smoke screens and incendiary preparations. 


Chemicals for use in the exploitation of mine- 
ral deposits and ores. 

Catalysts for use in the manufacture of nitric 
acid." 


9) Petroleum products 

BAR: '... all basic petroleum products from 
the crude to the refined stage, including lubri- 
cants and specialized additives and blending 
agents used in the manufacture of aviation gaso- 
line and high quality motor gasoline." 


BTJ: "Crude petroleum and refined petro- 
leum products: 
Naphta, mineral spirits and solvents." 


10) Rubber and rubber products 

BAR: "... the most important synthetic types 
of rubber and the strategic types and sizes of 
tyres." 


BTJ: "a. Natural rubber (including latex and 
scrap). 

b. Synthetic rubber. 

c. Oil and fire-resisting rubber hosing and high- 
pressure hosing. 

d. Tyres and tubes, other than those for pedal 
cycles." 


Chapter Fourteen. Post-War East- West Trade 


I. SOME METHODOLOGICAL NOTES 


1. The problem 


It is evident that the embargo policy intended to 
help bring about a decline in East-West trade 
below that which would have taken place in the 
absence of these trade restrictions. The trade pol- 
icy was a means by which the internal economic 
process in the communist nations was to be af- 
fected. Thus it is necessary to analyse the relevant 
trade development. Before doing so, however, we 
will discuss the deficiencies of the available mate- 
rial, some questions of method, and present these 
hypotheses which can at least be tentatively tested 
against the material. Then we will go into the 
empirical material, and try to describe the devel- 
opment of the general features of East-West trade, 
the differences in trade development between dif- 
ferent groups of countries, and between different 
commodity groups. 


2. Deficiencies in the statistical material 


We would like to know how the East-West trade 
would have developed if the embargo policy had 
not existed. By the embargo policy we mean all 
the politically motivated restrictions in Western 
Europe on the exports to the communist nations, 
as described in Parts II and III, and the whole set 
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of restrictions on all economic relations with the 
East that came into existence in the United States. 

The natural approach to an answer to this 
question is to look at the statistics over the devel- 
opment of East-West trade for the relevant pe- 
riod. Such statistics are available. They indicate, 
as will be shown, some decline in absolute and 
a sharp decline in relative terms for East-West 
trade up to 1953 and a reverse development from 
1954. 

The reported trade statistics do not, however, 
give the whole picture. In order to counteract the 
legal obstacles to trade, a number of actions were 
taken which must have had some influence on 
the trade statistics, partly removing some trade 
from statistics, partly giving a false regional pic- 
ture, and partly a false commodity picture of 
trade. Some export smuggling was never reported, 
some exports reportedly going to a Western coun- 
try in reality went to an Eastern one, and some 
embargoed commodites were exported under 
false labelling. An American scholar studying the 
embargo data has found a strong “temptation for 
certain Western European countries to withhold 
certain data on strategical exports, to camouflage 
these exports under some innocuous ‘totals’, and 
to close their eyes to certain illicit transactions. 
Nevertheless, even from the scattered evidence it 
seems fair to conclude that ... there is a con- 
siderable unrecorded trade in such exports."1 


We have no possibility to correct the official 
trade statistics for these factors. Some evaluations 
for details have sometimes been advanced. They 
have, however, been badly underbuilt and are 
generally questionable. Neither is it possible to 
add them together to quantifications for the total 
trade. 

This is a factor which makes the trade statis- 
tics used below deficient. On the overall figures 
this deficiency is not likely to have been consider- 
able, but inside the particular commodity groups 
affected by the embargo regulations the differ- 
ences between the actual trade and the reported 
trade may well have been more than marginal. 

These deficiencies should have been strongest 
in the beginning of the policy up to 1954, on 
two accounts. First, the false reporting of all three 
types should be more or less proportional to the 
length of the embargo lists. Second, the control 
measure which was undertaken by the authorities 
gained in strength and effectiveness with the pas- 
sage of time. This is, however, only a supporting 
reason of less strength, as it is possible that 
smugglers and other illegal traders were quicker 
to invent new methods of circumvention than the 
authorities were to find them out. 


3. The terms-of-trade 


Another effect of the embargo policy which is not 
revealed by available statistics is that on the 
terms-of-trade in East-West trade. It can only be 
assumed that the policy caused a change in the 
terms-of-trade in the East-West trade to the dis- 
advantage of the communist world. This deterio- 
ration was probably felt mainly on the import 
side, inside the embargoed commodity sector, 
where the communists had to pay considerable 
margins for the circumvention of the legal ob- 
stacles. To the extent that this terms-of-trade 
change was confined to the Eastern import goods 
of so-called strategic nature, there are reasons to 
believe that especially these transactions which 
disappeared from the statistical picture were un- 
dertaken at prices well above the world market 
price level. This is a factor which should tend to 
increase the difference between actual and re- 
ported trade. 


4. Unrealized trade expansion 


There is, however, a much more important ob- 
jection to judging the effects of the embargo pol- 


icy from the official trade statistics. The main 
effect of the trade restrictions was probably to 
prevent an expansion of East-West trade. Such an 
effect is not reflected in the trade statistics, but 
has to be constructed on a number of "ifs". 

An expansion of East-West trade was pre- 
vented by three main effects, the direct effects of 
the legal restrictions, the indirect effects of in- 
creased autarky in the East, and the effects of the 
cooperation in the West, e.g. in OEEC and EPU, 
leading to close ties between Western business- 
men which were hard to break when the legal 
East-West trade relations were normalized. 

There is, of course, no statistics relating to this 
unrealized trade expansion. We can, as already 
stated, only evaluate it under a number of "ifs". 
There are some evaluations in the literature. We 
can make assumptions about the "normal" share 
of East-West trade in total world trade. We can 
also compare the actual development of trade 
with some predictions made at the start of the 
OEEC. 

Neither is it possible in detail to connect the 
rapid trade expansion after 1954 with the removal 
of the embargo restrictions on a range of goods in 
1954. The lists as they were before the 1954 
revision are not known. The expansion of trade 
can also be explained by the several factors which 
may have cooperated in depressing the trade from 
1948 to 1953, and which were to some extent 
removed at about the same time in 1953-54, as 
was shown in chapter 8. The exceptionally rapid 
increase in several cases, e.g. British export of 
copper wire and electric and non-electric machin- 
ery in 1955, does indicate that the removal of 
the embargo regulations did play a greater role 
than the factors often referred to in the Western 
literature.! 


5. Other factors 


An added complication is that the absolute and 
relative decrease in East-West trade which can be 
observed for the period 1948-53 coincided both 
with the most intensive phase of the Cold War 
and the main post-war reconstruction period of 
the West European trade and economic relations. 
Other economic and political factors than the em- 
bargo complicate the picture. They are, more- 
over, of a nature which cannot easily be quanti- 
fied and correlated with the trade statistics. We 
can only describe them verbally. 
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For the reasons listed above it is almost im- 
possible to draw any firm conclusions about the 
impact of the embargo policy on total East-West 
trade. Even if both the absolute and, even more 
so, the relative trade devclopment, as reported, 
show a good co-variation with the growth and 
decline of the embargo policy, too many other 
factors enter the picture, and we have not the 
possibility to sort them out in a conclusive man- 
ner. 


6. Availability of detailed statistics 


When this study was started in early 1963 there 
did not exist any international comparable trade 
statistics with good commodity breakdowns for 
the carly years of the embargo. Thanks to coope- 
ration with the United Nations Economic Com- 
mission for Europe it has, however, been possible 
to reconstruct tables for Western Europe for the 
years 1937, 1938, 1948-1963, with a commodity 
breakdown which, although far from ideal, gives 
some help to our problem. 

It should also be noted that the analysis is 
complicated by the fact that no “normal” year 
existed before 1939 in East-West trade. 


7. Three hypotheses 


We have four different country groups involved 
on the Western side. Their general trade and eco- 
nomic conditions have been approximately simi- 
lar, although far from identical, while their in- 
volvement in the embargo policies has taken a 
different form. We can thus make some hypo- 
theses about the differences in their East-West 
trade. 

The United States had a vast trading potential, 
but was firmly against East-West trade. Thus the 
embargo should have hit U.S.-Eastern trade the 
hardest. 

The West European Cocom-nations were in 
general in favour of trade but were restrained by 
the embargo policy. The two neutral West Euro- 
pean nations were involved in the policy, though 
to a lesser extent, and Finland and Austria had a 
special relation with Eastern Europe which made 
them members of the Eastern sector of the Euro- 
pean economy, to some extent. 

We have, thus, on a priori grounds, reasons to 
expect that these three groups of nations should 
show different trade developments, with many 


152 


O 


decreasing effects in the first, less in the sccond, 
and possibly even reversed effects in the third. 

Similarly, we have reasons to expect that those 
commodity groups that were heavily affected by 
the embargo lists should show more marked de- 
clines in trade than those with less or no em- 
bargoed commodities in them. 

Finally, we would expect the effects in each 
commodity group to be different for the three dif- 
ferent country groups—the higher the involve- 
ment in the embargo policy, the more aggravated 
the effects. 

These hypotheses will be more carefully stated 
and investigated below. Unfortunately, as will be 
shown, special difficulties arise when these ten- 
tative hypotheses are tested against available sta- 
tistics. 


If. THE DEVELOPMENT OF TOTAL 
EAST-WEST TRADE FROM 1947 


1. Introduction 


A look at the statistics of East-West trade after 
1947 immediately reveals a strong co-variation 
between the trade development and the shifts of 
the embargo policy. It is tempting to draw con- 
clusions about the causal relation between the 
two. But a number of other factors must be 
brought into the picture before such conclusions 
can be drawn. The superficial relation may be 
spurious. 

In this section the total East-West trade de- 
velopment from 1947 will be presented. In the 
next two seclions the total trade will be broken 
down by countries and commodity groups. 

This section consists of four main parts. The 
factual development of the trade is first pre- 
sented. Then we will investigate the development 
of East-West trade “as it could have been" if 
it had been more "normal". We will find a gap 
between the actual and hypothetical trade devel- 
opment, which we will try to explain by some 
main influencing factors. 


2. The actual development of East-West trade 


A. The world 
The East-West trade affected by the embargo 
policy has been but a small part of total world 
trade, as can be seen by table 14—1: 


Table 14-1. Participation in world exports 
(in per cent) 


1950 1955 1960 1962 


Developed capitalist countries 61 64 67 67 


Underdeveloped countries 31 26 21 21 
Socialist countries 8 10 12 12 
of which 

to developed capitalist countries 19 19 22 23 
to underdeveloped countries 07 07 10 15 
to socialist countries $4 74 88 82 


Source: Gyorgy Tallós: I! Comecon, l'Occidente e i Paesi 
sotto-sviluppati. Ungheria d'oggi, No. 2, 1964, p. 14. Gyorgy 
Tallós has based his table on UN statistics. 


It should, however, be remembered, that the 
embargo actions have not only affected the two 
and a half to four percent of world trade which 
is reported as East-West trade, but they have 
also indirectly had an influence on the intra-West- 
ern trade to an amount which cannot be quanti- 
fied, but which may equal another two to four 
percent of world trade. The embargo may have 
had a marginal influence both on the direction 
and on the structure of intra-Western trade. 

Total East-West trade for the world is given 
in table 14-2 and figures 14-1 and 14-2? The 
figures show an initial fall in total post-war trade 
up till 1950, a slight rise in 1951, then a con- 
tinued decline to a bottom in 1953, and after 
1953 a rather rapid growth up into the 1960's. 
The figures are given in current prices, here as 
elsewhere, except where the contrary is stated. 


Milllons of 
current 
US dollars 


To total “Sino-Soviet bloc" 


To “European bloc" ' 


1947 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 


Fig. 14-1. Total "free-world" exports to the “Sino- 
Soviet Bloc" and to the "European Bloc". Source: BAR, 
No. 17, p. 62. 


Per cent 
4.5 


194748 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 


Fig. 14-2. Total "free-world" trade with the "Sino-Soviet 
bloc", 1947-1962, as percent of world trade. Source: 
BAR, No. 17, p. 62. 


The trade with China is largely responsible for 
the initial fall in the absolute amount of trade. 
While the fall between 1947 and the 1952-53 bot- 
tom for export to China amounted to close to 
400 million dollars, the corresponding fall for 
the much larger European communist trade was 
little more than 200 million dollars. The statistics 
also reveal that most of the early fall in Western 
exports can be accounted for by the virtual dis- 
appearance of the initially rather large American 
and Canadian exports. The U.S. export of close 
to 400 million dollars in 1948 to the total Sino- 
Soviet bloc shrunk to less than 2 million dollars 
in 1953. Thus, policy in the United States and 
the change of government in China in 1949 
strongly influenced the absolute decrease in total 
East-West trade as here presented. See figure 14—3. 

On the expansion period after 1953, there is 
only one exceptional development, the big expan- 
sion of the China trade between 1957 and 1959. 
This expansion should have been closely connec- 
ted to the unilateral British decision to give up 
the so-called China differential in 1957, which 
was followed by all of Western Europe. Interest- 
ingly, this expansion in the China trade occurs 
partly at the same time as the growth in exports 
to the European communist area slackens, possi- 
bly indicating that some export was now shipped 
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Table 14-2. Total 'Free-World" trade and "Free-World" trade with the “Sino-Soviet Bloc", 1947-65 


In millions dollars) 


Total Sino- Eastern 
Sino- Soviet as Europe, 
Total Soviet percent Eastern excl. 

Period world bloc of world Europe U.S.S.R. U.S.S.R. China 
Free-world exports 

1947 48,600 2,005.7 4.1 1,333.5 856.5 477.0 672.2 
1948 54,400 1,968.5 3.6 1,434.2 900.7 533.5 $34.3 
1949 55,100 1,666.7 3.0 1,442.6 914.2 428.4 324.1 
1950 56,700 1,544.8 23 1,092.7 791.6 301.1 452.1 
1951 76,900 1,688.5 22 1,242.3 854.8 387.5 446.2 
1952 74,100 1,438.2 1.9 1,165.7 682.4 483.3 272.5 
1953 74,900 1,388.8 1.9 1,101.4 671.9 423.5 287.4 
1954 77,600 1,767.1 2.3 1,472.7 896.0 576.7 294.2 
1955 84,600 2,087.9 2:5 1,770.6 1,158.1 612.5 317.3 
1956 94,000 2,560.7 2.7 2,126.5 1,327.3 199.2 434.2 
1957 100,900 3,118.1 3.1 2,584.1 1,567.2 1,016.9 527.8 
1958 96,100 3,426.3 3.6 2,647.0 1,634.1 1,012.9 770.9 
1959? 101,900 3,669.1 3.6 3,003.2 1,854.0 1,149.2 651.0 
1960° 113,800 4,425.1 3.9 3,738.4 2,174.0 1,564.4 669.9 
1961° 119,100 4,966.6 4.2 4,198.2 2,372.6 1,825.6 738.9 
1962? 125,100 5,171.3 4.1 4,470.9 2,453.3 2,017.6 678.4 
1963° 136,100 5,622.1 4.1 4,786.8 2,675.0 2,111.8 804.6 
1964? 153,300 6,810.3 4.4 5,729.0 3,147.3 2,581.7 1,045.2 
1965? 165,300 7,556.6 4.6 6,219.5 3,523.1 2,696.4 1,268.0 
Free-world imports 

1947 53,300 1,424.7 2.7 1,006.8 732.9 273.9 417.9 
1948 60,000 2,008.0 3.3 1,519.7 1,026.0 493.7 488.3 
1949 60,100 1,796.8 3.0 1,370.6 1,089.9 280.7 426.2 
1950 59,200 1,727.0 29 1,192.3 940.0 252.3 534.7 
1951 81,600 1,883.0 2.3 1,358.0 967.5 390.6 524.7 
1952 80,400 1,633.9 2.0 1,262.9 794.6 468.3 367.9 
1953 76,600 1,631.1 zi 1,189.7 807.9 381.8 432.7 
1954 79,700 1,842.6 2.3 1,455.9 955.5 500.4 379.7 
1955 89,400 2,434.9 2.7 1,938.0 1,284.1 653.9 487.1 
1956 98,700 2,963.1 3.0 2,305.6 1,473.0 832.6 641.4 
1957 108,500 3,209.5 3.0 2,562.1 1,520.2 1,041.9 624.0 
1958 101,600 3,509.8 3.5 2,736.0 1,690.5 1,045.5 755.8 
1959 107,100 3,762.8 3.5 3,039.5 1,795.3 1,244.2 698.3 
1960 119,800 4,462.1 33 3,661.0 2,145.9 1,515.1 716.6 
1961 124,900 4,987.1 40 4,225.6 2,367.3 1,858.3 732.4 
1962 132,700 5,513.9 4.2 4,680.5 2,490.1 2,190.4 795.8 
1963 144,000 6,240.6 4.3 5,255.0 2,827.0 2,428.0 939.7 
1964 161,000 7,024.8 4.4 5,714.7 3.178.6 2,536.1 1,257.5 
1965 174,900 7,856.4 4.5 6,312.6 3,486.0 2,826.6 1,489.9 


Note. — Sino-Soviet bloc figures are compilations of unadjusted data, as reported by free-world countries. Imports from 
the Sino-Soviet bloc include figures for some free-world countries which are valued f.o.b. and are therefore not comparable 


with world totals. 
* Includes trade with Outer Mongolia and North Korea. 


Beginning 1959 free-world exports to the Sino-Soviet bloc exclude reexports from Hong Kong. 


Source for world totals: International Monetary Fund, International Financial Statistics. 
Source: BAR No. 17, p. 62, and for 1963-65, BAR No. 19, p. 74. 


directly from Western Europe to China, instead 
of being re-shipped via Eastern Europe. 

For the rest, the general picture of East-West 
trade development corresponds well with what we 
would have expected from our knowledge of the 
embargo policy. This policy was started in 1948 
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and was gradually extended and made more se- 
vere until the beginning of 1953. During this time 
the trend in the East-West trade was either down- 
ward or stagnating. The temporary increase in 
1951 is to a large extent to be explained by an 
increase in prices, and not by a greater volume 


of trade. From 1954 the embargo policy was con- 
tinuously relaxed, and the trade development simi- 
larly shows a rapid movement upwards. 

From figure 14-1 we get the main impres- 
sion that the effects of the embargo policy, if 
any, were to prevent an expansion of East-West 
trade in the late 1940's and early 1950's. The 
figure, however, gives the development in ab- 
solute terms. When we instead look at the relative 
development of trade, measured as the per cent 
of total export from the West that went to the 
communist nations, we find a very rapid decline 
from 1947 through 1952-53, from some 4 per 
cent down to some 2 per cent, or by almost half 
of the original share. This is depicted in figure 
14-2. After 1953 this development was also re- 
versed, with the relative level of East-West trade 
in total world trade regaining some 4 per cent. 
If this level is assumed to be normal, or on the 
lower side of the normal, and if the fall in trade 
between 1947 and 1953 is assumed to be due 
mainly to the embargo policy, then the effects of 
this policy, measured in total non-realized East- 
West trade expansion, may have been compara- 
tively strong. 


B. Trade between Eastern and 
Western Europe 


In figure 14—4 the trade of Western Europe with 
all of Eastern Europe is depicted. As with total 
East-West trade, also the export of Western Eu- 
rope showed a tendency to stagnate up to 1953. 
The only year with a very definite fall in the 
export was 1950, that is, the first year in which 
the Cocom arrangement functioned. The Battle 
Act legislation could not prevent a small expan- 
sion of export even in 1952; what it possibly may 
have done was to delay the rapid trade expan- 
sion starting in 1953. 

In statistical appendix A this development 
has been illustrated in relative terms, comparing 
the trade of fourteen of the most important West 
European trading nations with the world and with 
Eastern Europe. From these tables the slow and 
relatively steady development of trade with the 
world from 1947 to 1963 is clearly contrasted 
with the declining or stagnating trade with the 
East from 1948 to 1953 and the more rapid rela- 
tive increase after 1954. (The removing of the 
China differential may help to explain the excep- 
tional year, 1958.) This difference corresponds 
well to what we could have expected on the as- 


Millions of dollars 
125 


Security controls 
Initlated over 
exports to Soviet 


all shipments to 
China embargoed 


1947 . 1948 1949 1950 1951 


1952 


Fig. 14-3. United States Exports to the Soviet bloc, 
1947-1962. Source: BAR, No. 17, p. 62. 


sumption that the embargo policy did depress 
East-West trade before 1954. 

Another indication of the relative fall in trade 
between Eastern and Western Europe is that the 
Western world's share of the bloc's foreign trade 
amounted to some 60 per cent in 1948 but de- 
clined to some 20 per cent in 1953. 


3. Hypothetical developments 
of East-West trade 


Do we have any reasons to expect another type 
of development of post-war East-West trade than 
the one that actually took place? If so, what kind 
of development? 

These are two obviously important questions 
for judging the effects of the embargo policy. If 
we do not find any reasons to expect a different 
development from the one that took place, the 
actual trade can be considered as normal, and 
the effects of the embargo must have been small. 
If we do find reasons to expect a different de- 
velopment, the embargo may be the sole cause, or 
one of many causes, why the realized trade has 
differed from what was expected. 

These two questions will here be answered in 
there ways. First we will look at some expecta- 
tions about East-West trade in total world trade, 
and then we will discuss a projection for ex- 
pected East-West trade in 1952—53, made by 
OEEC as early as 1948. 
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Table 14-3. East-West trade in Europe, in millions 
of U.S. dollars, at 1938 prices 


1938 1947 1948 
x 828 gw ER w EB 
Beef H gE? 2 zee 
3 aða 5 dda 2 adda 
Western Germany! 
Exports to 30 195 — 2 — 10 
Imports from 36 200 — 2 1 8 
Rest of Western 
Europe 
Exports to 112 396 50 288 330 
Imports from 241 557 4] 273 400 


A. The early post-war East-West discussion 


a. American prospects, 1945-47. At the end of 
the war against Germany the hopes in the 
United States for future peaceful cooperation 
with the great ally, the Soviet Union, were 
high. In the economic field these hopes were 
based not only on the expedient smoothing over 
of all difficulties between the two systems, which 
was a part of the fight against the common 
enemy. It was fed also by the important increase 
in trade which had taken place during the war as 
a result of the American Lend-Lease programme. 
In 1944 and 1945 a huge post-war trade was an- 
ticipated, provided that the Soviet Union could 
obtain the credit it needed to buy American ma- 
chinery and raw materials for the reconstruction. 
Harry Schwartz even mentions that at one time 
in the negotiations between the two countries, an 
American credit of one billion dollars was offered 
to the Soviet Union “provided that the latter 
permitted equality of economic opportunity in the 
Eastern European countries dominated by it”. 
This offer was turned down by the Soviet Union.? 

Another influential observer of the U.S.S.R., 
Alexander Gerschenkron, published a small study 
in January 1945 about post-war economic rela- 
tions between U.S.S.R. and the West. After a de- 
scription of the damage inflicted upon the world 
and upon the European economy by Russia's 
withdrawal from the world market after the First 
World War, his study can be summarized by the 
following quotation: 


"Bygones are bygones, but past mistakes 
teach the lessons of today. And one of the most 
impressive of these lessons is the necessity of 
Russia's incorporation in the world economy."4 
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The actual development of trade in the first 
post-war years did not meet these hopes. No cred- 
its were given, and the exports from the United 
States to the Soviet Union fell from the highest 
war-time figure in 1944, 3,473 million U.S. dol- 
lars, to 358 million dollars in 1946, 149 million 
dollars in 1947, 30 million dollars in 1948, seven 
million in 1949, and for a couple of years there- 
after to less than one million dollars per year.5 


b. West European prospects, 1945—47. 'The op- 
timism about a return to normalcy in trade 
relations between Eastern and Western Europe 
was likewise great in Western Europe just after 
the war. The one billion crown credit extended 
by Sweden to the Soviet Union in late 1946 and 
the important trade agreement between England 
and the Soviet Union in December 1947, together 
with a great number of smaller trade agreements 
between East and West European nations can be 
considered as illustrations of this optimism. The 
basic assumption of the West European trade pol- 
icy during these first post-war years was clearly 
that Europe in its totality was one economic re- 
gion in which the flow of goods should be allowed 
to take a "natural" course. This was e.g. clearly 
spelled out in an important early study by the 
ECE Secretariat.9 

In spite of the optimism the actual level of 
East-West trade in Europe was low. An ECE- 
calculation in 1949, corrected for price changes, 
showed that the export of Western Europe to 
the whole of Eastern Europe in 1947 was 40 per 
cent of the 1938 level, and the import was only 
27 per cent.* The reasons for this low level were 
said to be the incomplete recovery of agricultural 
production in Eastern Europe, the general short- 
age in relation to demand of capital equipment 
and other essential goods in Western Europe, and 
the absence of any appreciable amount of credits 
from Western to Eastern Europe. A regional 
breakdown of the trade figures showed, however, 
that if two countries, the Soviet Union and West- 
ern Germany, were excluded the 1947 trade was 
seen to be well on its way to reaching the 1938 
level. This can be illustrated by table 14-3, pub- 
lished in the Economist. 


c. East-West trade in the Marshall Plan de- 
bate. Yt is probably a fair summary to state that 
the internal political and economic problems of 
reconstruction were so overwhelming to the West 


European nations during the first two years after 
the war that the new conditions for East-West 
trade did not draw much serious attention. In 
spite of the fact that most of Eastern Europe had 
now come under Soviet domination, and in spite 
of Western realization—at least on the higher po- 
litical levels—that this domination was likely to 
continue for an appreciable time, the West Euro- 
pean governments thought, acted and planned on 
assumptions based on the interwar experiences. 
One of the more important of these was that a 
high volume of East-West trade was of great im- 
portance for the rapid recovery of the West 
European economics. No discussions of East- 
West trade problems were needed, and none were 
forthcoming. 

This state of affairs was changed during 1947 
in the context of the planning for the Marshall 
aid to Europe. The change consisted in the issue 
being brought out into the open and into the pub- 
lic discussion. More important than this, however, 
was the fact that the underlying assumptions did 
not change during this discussion. On the con- 
trary, from the prospects for foreign trade till 
1952 which the West European governments sub- 
mitted in this context, it is evident that they be- 
lieved in a very strong and unhindered develop- 
ment of trade with Eastern Europe, very much 
stronger than the one that actually followed. The 
American reaction to these prospects was gener- 
ally positive, and only a few dissenting voices 
were heard, mostly from conservative Congress- 
men. 

'The Marshall Plan was announced on June 5, 
1947. Within one month sixteen European coun- 
tries had accepted the invitation to participate, 
and together they formed the so-called "Com- 
mittee of European Economic Cooperation" or 
CEEC. One of the first tasks of CEEC was to 
prepare a report to the United States on the eco- 
nomic situation, and on the prospects and re- 
quirements of Europe for the coming four-year 
period. This report was produced already by Sep- 
tember 1947, and contains some references of 
interest in this context. 

The development of East-West trade is not 
treated specifically, but in different places all 
through the report. In the tentative estimates of 
how Europe could diminish its dollar deficit, the 
assumption is used “that an increased part of 
the needs of the participating countries and West- 
ern Germany can be obtained from Eastern 


Milllons of 
US dollars 
3.0 Imports 
Incl. Eastern Germany 
2.0 
Excl. Eastern Exports 
Germany 
N | 
1.0 
T ZEN 


1937 38 


1947 49505051 53 55 57 59 61 63 


Fig. 14-4. Trade of Western Europe with total Eastem 
Europe. Source: The Trade Matrix. 


Europe ..."? For Western Germany it is even 
stated that it is of "decisive importance" that this 
country obtain foodstuffs from Eastern Europe.!9 
In its estimations of the prospects for special com- 
modities, the West European dependence on East 
European supplies is stressed for the traditional 
East European exports, especially for grain, tim- 
ber and Polish coal.!! 

Somewhat more than a year later, in December 
1948, after a considerably more thorough study, 
the OEEC produced another report to the Ameri- 
can aid authorities. In this report the foreign trade 
between Eastern and Western Europe was esti- 
mated to increase very rapidly, as can be seen 
from table 14-4 below. At the end of the Mar- 
shall Plan, as then scheduled, Western European 
imports from Eastern Europe were estimated to 
go up to two billion dollars in pre-Korean prices, 
and exports to 2.2 billion dollars. The OEEC 
comments accompanying the tables were, how- 
ever, somewhat guarded and pointed out that 
whether the Western countries would be prepared 
to export the desired capital equipment “possibly 
at the expense of their own investment or of ex- 
ports to overseas countries, will turn largely upon 
the opportunities of obtaining from Eastern Eu- 
rope the imports that they require".!? Nothing 
was said about the fact that at the date of pub- 
lishing this report, the OEEC countries already 
were exposed to some pressure from the Ameri- 
can authorities to engage in a more thorough em- 
bargo than they desired. Whatever the reason may 
have been, the fact is that the trade fell far short 
of the OEEC estimates for the early fifties. 

Also in the United States the official line of 
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Table 14-4, Estimated OEEC exports and imports to and from Eastern Europe 1948-1952]3* 


Gillions of dollars in 1948-49 prices.) 


ee 


Actual trade^ 


1948-49 1949-50 —— 1952-53 
1938 1947 Program? Progam? Program 1952 1953 
on oa ee eee ee e 
Export 25 0.75 13 21 20 0.743 0.790 
% of 1938 100 30 48 58 80 
Import 10 0.9 21 22 0.995 0.909 
% of 1938 300 às a E. 


? "Eastern Europe plus other countries." 


* Taken from OEEC: Interim Report on the European Recovery Program, Vol. I, Paris 1948, tables 24 and 28, pp. 54 and 
61. The following assumptions about Germany for 1938 have been made: 
1. that 30 per cent of the imports of OEEC countries from Germany came from Eastern Germany. 
2. that 35 per cent of the exports of OEEC countries to Germany went to Eastern Germany. 
3. that 35 per cent of the West German import [rom Eastern Europe came from Eastern Germany. 
4. that 30 per cent of the West German export to Eastern Europe went to Eastern Germany. 


* Taken from the trade matrix—current prices. 


the government, in the Marshall Plan context, was 
that East-West trade should expand. President 
Truman accepted this expansion in principle in 
his presentation to Congress of the European Re- 
covery Program in December 1947, that is, about 
the same time as the American embargo was 
started. Marshall, the Secretary of State, stated in 
a Congressional hearing that "In the European 
Recovery Program, we regard it as very important 
to stimulate, so far as possible, East-West trade 
relations there. That would be very helpful to the 
situation and would have material effects on re- 
ducing cost for us."!3 Statements of the same 
type were also to be found in the so-called Final 
Report on Foreign Aid, where it was said, e.g., 
that without revival of the East-West trade, West- 
ern Europe would either become a permanent 
burden on the United States or else face pro- 
longed economic stagnation and eventual absorp- 
tion by the Soviet.14 

It is noteworthy, however, that the American 
statements on future East-West trade were gener- 
ally much more reserved and cautious than the 
European. The reason was not only the American 
conclusions drawn from the East European anti- 
American propaganda, industrialization program- 
mes, and increasing bilateral block trade." It 
was also a desire to stop any re-export of Ameri- 
can strategic goods to the communist nations," 
and the realization by the American government 
that the pressure from public opinion and from 
Congress against this part of the foreign trade 
was strong. An open demonstration of this pres- 
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sure was given in December 1947, when a deliv- 
ery of American petroleum to the Soviet Union 
caused a harsh debate in Congress, and a resolu- 
tion by the House calling upon the Department of 
Commerce to show cause why any more material 
of potential military significance should be ex- 
ported to the U.S.S.R.17 

If any conclusion should be drawn from the 
American and West European debate on East- 
West trade during the years 1945 to 1948 it is 
certainly not that this trade would diminish or 
stagnate. Not even the lack of East-West coop- 
eration in the Marshall Plan changed the opti- 
mistic assumptions about a rapid expansion of 
the East-West flow of goods in Europe. These 
expectations do point to another development, 
different from the one that actually materialized. 


B. The OEEC projections for 1952-53 


In the Interim Report on the European Recovery 
Program, published in December 1948, the OEEC 
made a number of projections about the likely 
exports and imports of the OEEC countries for 
the last year of the Marshall Plan, 1952-53. 
These projections, which are surrounded by ap- 
propriate reservations, are made both for the total 
area and for different countries. 

Table 14-4 illustrates well that OEEC expected 
a very different trade development from that 
which materialized. Instead of a rapid increase, 
the figures show a stagnation in trade between 
1947 and 1952-53. If the price development is 


Table 14-5. Expected and realized exports in 1952-1953 to the world 


Mill. of US dollars, in current and adjusted prices. 


ed 


Expected exports 1952-537 


Realized exports 19525 Realized exports 1953? 


In 1948 In 1950 In 1952 In 1950 In 1953 In 1950 
Country prices prices? prices prices? prices prices? 
Austria 417.2 341.8 506.9 332.7 531.6 448.0 
Benelux 3324.3 2426.5 4522.4 3589.2 4382.2 4020.4 
Denmark 897.9 606.7 839.2 711.2 881.5 801.4 
France 1983.0 1802.7 4046.1 3211.2 4018.2 3405.3 
Italy 1489.1 1294.9 1386.6 1205.7 1507.1 1370.1 
Norway 537.6 370.8 564.8 409.3 508.0 419.8 
Sweden 1127.2 782.8 1570.2 1026.3 1478.1 1103.0 
Turkey 386.5 309.2 362.5 278.8 395.4 346.8 
United Kingdom 6367.0 4751.5 7235.7 5882.7 7229.6 6075.3 
Western Germany 1 
Bizone 2810.2 | 
French zone 251.7 j 3061.9 4037.4 3082.0 4421.7 3594.9 


a Source: OEEC Interim Report of the European Recovery Program, Vol. II, Paris, December 30, 1948. 
b Source: United Nations: Western Europe—total exports to the world, November 5, 1964 (unpublished). 
* Source: International Financial Statistics IMF, Vol. VII, No. 12, December 1954, p. 26 (index). 


considered, this stagnation is, in reality, turned 
into a decline. Even if the OEEC and the matrix 
figures are not completely comparable, the con- 
clusion can be drawn that less than one third of 
expected total export level, and considerably less 
than half of the expected total import level, was 
in fact reached. 

In this report a number of OEEC member na- 
tions gave estimations for the expected economic 
development during the coming four-year period, 
including detailed statistical estimations for for- 
eign trade, also for that with the communist na- 
tions. These figures shed more light upon the 
unexpected nature of the East-West trade which 
really came about. 

From table 14-5 it can be seen that the expec- 
tations of the member governments in 1948 as 
to the rotal level of foreign trade were rather ac- 
curate, and as a whole on the conservative side 
of the materialized development. The price move- 
ments in international trade during these years 
were somewhat turbulent, so the adjusted figures 
are merely given as an alternative comparison, 
without any claims to be "correct". 

The expectation about the regional! division of 
this trade, with respect to Eastern Europe, was 
seriously deficient, as can be seen from table 
14-6. However these statistics are read, and 
whatever is said about the price development be- 
tween 1948 and 1953, there is no doubt that the 
trade with the Eastern nations fell far below the 


expectations. Only Turkey has an export level 
comparable to the expected one. For Austria, 
Denmark, France and Norway, the realized level 
was approximately half of the expected on both 
imports and exports; for Italy, it was a third, and 
for the Benelux countries, England and West Ger- 
many, it was an even smaller fraction, somewhere 
between a fourth and a tenth. Especially the huge 
discrepancies between expected and realized lev- 
els for English exports and both West German 
exports and imports should be noted. 

The bases for the calculations of the OEEC 
countries, which indicated that in 1952-53 the 
East European nations would take some 19 per- 
cent of their total export and provide some 17 
percent of their imports, are not clear. The cal- 
culations may have had the nature of simple ex- 
trapolations of pre-war trade levels. According to 
Harry Bayard Price, the most important assump- 
tions underlying the national programs were that 
there would be a stable peace over the four-year 
period, a high level of employment in the world 
and particularly in the United States, and that 
a high level of trade would be maintained, also in 
relation to Western Germany and Eastern 
Europe.?? Another important assumption was that 
the West, including the United States, would be 
wiling to export the capital goods necessary to 
revive the Eastern export capacity in the traditio- 
nal exporting sectors, e.g. Polish coal?! Some 
doubts about this particular assumption came at 
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once from sources who should have been in- 
formed about the beginning American restrictive 
policy.22 But in an ECE debate in early 1949, the 
U.S. delegate answered Soviet charges against the 
embargo policy by approvingly pointing to the 
great expectations, as revealed by the OEEC fig- 
ures, about increased East-West trade.?3 


C. The “normal” trade level 


The discussion about East-West trade in the early 
post-war years, as well as in the OEEC-projec- 
tions described, do give the impression that we 
are justified in having expected a trade develop- 
ment which was different from the one that ac- 
tually took place. The OEEC-figures also give 
some indication of the gap between what was 
expected and realized. Now, we will try to arrive 
at a more general measure of this gap. 

From table 14-7 we can see that the total Sino- 
Soviet area before and after the relative decrease 
during the 1950's accounted for approximately 
4 per cent of total world export, that Eastern 
Europe took around 3 per cent, East Central 
Europe around 1.8 and the Soviet Union around 
1.2 per cent. If we assume that these percentages 
would represent a “normal” share of world ex- 
ports, we get some figures for what the “normal” 
trade would have been, and for the difference be- 
tween this “normal” and the realized share in 
absolute amount. 

This is admittedly a crude way of estimation, 
and objections can be raised. The most important 
may be that the share of East-West trade in 1938 
calculated for the present boundaries of the com- 
munist nations, can be estimated to have been 
close to seven per cent,?* and that our assumption 
thus grossly underestimates the "normal" level 
of trade. The figures chosen are, however, only 
intended to give a very approximate idea of what 
East-West trade could have been in the absence 
of disturbances. Jt can also be noted that the 
"normal" level for 1952-53 of trade with Eastern 
Europe is close to the OEEC projections as pre- 
sented in table 14—4. 


4. How to explain the gap 
A. The gap 


We thus arrive at the conclusion that there is a 
Bap between the development of East-West trade 


160 


as it was expected to take place in 1948 and as 
it actually did take place during 1948-1952. Why 
was this gap created? There is also a decline in 
the relative. share of East-West trade in total 
world trade during the 1950's, which seems ab- 
normal and at least requires an explanation. 

Our question is thus: why did East-West trade 
develop as it did during the late 1940's and the 
1950's? Was the Western trade embargo respon- 
sible for the development? Which other factors 
must be taken into account? 

This question will be answered mainly for 
Europe. Let us just note that for the United 
States the answer seems quite clear. The United 
States simply did not want to trade with the com- 
munist nations during most of the 1950's. The 
virtual disappearance of all U.S. trade with the 
communists cannot be explained by anything but 
a political will to disrupt this trade, openly ex- 
pressed in several embargo legislations, discrimi- 
natory import restrictions and administrative ac- 
tions of a greatly varied sort. However autarkic 
and self-sufficient the communist trade policies 
may have been, it seems quite clear that the level 
of U.S. trade with the East was far below that 
which the communist regulations would have 
created by themselves. We have no reasons to be- 
lieve and some reasons to doubt?5 that the com- 
munist nations inside their bilaterism would have 
been more discriminating against the United 
States than against other Western industrialized 
nations. Moreover, that the initial disapperance of 
U.S. trade with the East was caused by the Ameri- 
can side was freely admitted by the U.S. De- 
partment of Commerce in 1950. When the actual 
exports fell from 21 million dollars during the 
first quarter of 1948 to half a million in the third 
quarter of 1949, export licence applications to 
the Soviet Union for 160 million dollars were 
turned down by the Department.?6 

For Western Europe, however, the problem is 
different. Here we find a movement in the level 
of East-West trade which does show a consider- 
able co-variation with the embargo policy, which 
is the subject for this book. But this superficial 
relation may be spurious. There are a number of 
other factors which no doubt have influenced the 
East-West trade, either independently or interre- 
lated with the embargo policy. In order to un- 
derstand the influence of the embargo policy on 
the trade we must gain some understanding of 
these other factors. 
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Table 14-6. Expected and realized trade with total Eastern Europe in 1952-1953 for some West European nations 


Millions of US dollars in current and adjusted prices. 


Imports Exports 
1950 prices® 

Current prices “OO, Current prices 

————— Real. on 

Expected? Real.4 Real. average Differ- Expected Real. 
Country 1952-53 1952 1953 Expected — 1952-53 ence 1952 1952 
Austria 120.0 73.4 59.2 95.2 46.4 — 48.8 116.4 64.2 
Benelux 320.4 32.5 40.1 258.4 31.8 — 226.6 311.0 59.1 
Denmark 125.9 44.0 38.4 91.9 34.9 — 57.0 110.5 34.9 
France 100.0 57.3 41.1 107.5 41.7 — 65.8 110.0 38.7 
Italy 182.9 84.7 46.6 145.2 55.1 — 90.1 182.9 55.7 
Norway 80.1 32.3 40.3 59.3 30.0 — 29.3 63.9 28.1 
Turkey 57.9 20.7 29.6 44.5 21.4 — 23.1 24.4 20.3 
United Kingdom 510.3 234.7 206.6 408.2 108.8 —299.4 419.0 43.0 
Western Germany? 572.9 57.0 66.4 — 54.1 — 580.9 50.5 


1950 prices 


Expected 


Real. on 
average 
1952-53 


45.1 
52.5 
34.9 
36.8 
50.8 
23.1 
20.3 
35.7 
41.1 


Differ- 
ence 


— 503 
—174.5 
— 39.7 
— 54] 
— 108.2 
— 21.0 
+ 08 
—2T71.0 


a Expected trade only for the British-American zone, no estimations for the French zone. 


* Price deflators are the national export and import price indices, from IMF: International Financial Statistics, Volume VII, No. 12, December 1954, p. 26. 


* From the OEEC report. 
Fram the trade matrix. 


Table 14-7. Difference between assumed normal and realized exports from West to East, 1947-1962 
(In million dollars) 


Per cent of world exports, realized Assumed normal trade for Difference between assumed and realized trade 
Total Total East Total East Total East 
world Sina- Eastern Central Sino- Eastern Central Sino- Eastern Central 
Year exports Soviet Europe Europe USSR Soviet Europe Europe USSR Soviet Europe Europe USSR 
1947 48,600 4.1 2.7 1.8 1.0 1.944 1.458 875 583 + 61 — 124 — 18 —106 
1948 54,400 3.6 2.6 1.7 1.0 2.176 1.632 979 653 - 207 — 198 — 78 -—119 
1949 55,100 3.0 2.6 1.7 0.8 2.204 1.653 992 661 — 537 — 210 — 78 — 233 
1950 56,700 2.7 1.9 1.4 0.5 2.268 1.701 1.021 680 — 723 — 608 — 229 —379 
1951 76,900 22 1.6 1.1 0.5 3.076 2.307 1.384 923 — 1.387 — 1.065 — 529 — 535 
1952 74,100 1.9 1.6 0.9 0.7 2.964 2.223 1.334 889 — 1.526 — 1.057 — 652 — 404 
1953 74,900 1.9 1.5 0.9 0.6 2.996 2247 1.348 899 — 1.607 — 1.146 — 670 —475 
1954 77,600 2:3 1.9 1.2 0.7 3.104 2.328 1.397 911 -1.337 — 855 — 501 —354 
1955 84,600 2.5 2.1 1.4 0.7 3.384 2.538 1.523 1.015 —1.296 — 767 —365 — 402 
1956 94,000 2.7 2.3 1.4 0.9 3.760 2.820 1.692 1.128 — 1.199 — 693 —365 —329 
1957 100,900 3.1 2.6 1.6 1j 4.036 3.027 1.816 1.211 — 918 — 443 —249 —194 
1958 96,100 3.6 2.8 1.7 1.1 3.844 2.883 1.730 1.153 — 418 — 236 — 96 — 140 
1959 101,900 3.64 29 1.8 LI 4.076 3.057 1.834 1.223 — 407 — S54 + 20 — 74 
1960 113,800 3.9% 3.3 19 1.4 4.552 3.414 2.048 1.366 - 127 + 324 +126 +198 
1961 119,100 4.2% 3.5 2.0 1.5 4.764 3.573 2.144 1.429 + 203 + 625 +229 +397 
1962 125,100 4.1% 3.6 2.0 1.6 5.004 3.753 2.252 1.501 + 167 + 718 +201 +517 


Beginning 1959 free-world exports to the Sino-Soviet bloc exclude rcexports from Hong Kong. 
Source: Computed from table 14-2. Sce text. 


B. Wrong predictions by OEEC? 


A first explanation for the gap between the ac- 
tual trade development and the OEEC predictions 
from 1948 is obviously that these predictions 
were of a poor quality. 

There are two considerations which speak 
against such a conclusion. As can be seen from 
table 14-5 the OEEC predictions about the general 
trade development to 1952/53 were much more 
accurate than the predictions about the regional 
distribution of this trade. Moreover, for most of 
the countries which have made predictions, there 
is a discrepancy between expected and actual 
trade which indicates that some more systematic 
explanation than mere poor quality in prediction 
has to be found. 


C. What is a "normal" trade level? 


Another possible explanation, which will just be 
mentioned here but then disregarded, is that it 
was the level of East-West trade in 1948 and the 
early 1960's that was too high and needs an ex- 
planation, and that the level around 1953-55 re- 
presents more of “normalcy”. 

As no "normal" period can be found to com- 
pare with, this idea can logically be advanced. 
But if those periods which can be considered as 
"second best" from the point of normalcy carry 
any weight, the situation is rather the reverse and 
East-West trade should reach an even higher pro- 
portion of total world trade than it does today. It 
must be considered rather abnormal that the 
trade volume between two groups of countries 
like EEC and Comecon was smaller in 1962 than 
in 1938. Such was, however, the case according 
to a Soviet computation,** as the exports of EEC 
to Comecon had diminished by 10 percent and 
the imports by 20 percent in comparison with 
1938. 


D. Four oft-quoted reasons 

The two above mentioned factors pertain in a 
special way to our statistics. In the literature on 
East-West trade, there are a number of other fac- 
tors which are usually quoted to explain the 
downward development in the early 1950's.28 
Most of these factors can be subsumed under one 
of the following four points: 


a) the inherent communist wish for autarky 
b) the lack of export capacity in the communist 
nations 
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c) the political breaks in the context of the 


Korean War 
d) the liberalization of trade inside the OEEC- 


area. 


E. Autarkic tendencies 


Certainly there are a great number of both Soviet 
pronouncements and actions which point to a 
strong desire for economic independence from the 
capitalist world. This factor is generally recog- 
nized in the West as a restraint on the economic- 
ally optimal development of East-West trade and 
has most likely played an important role also in 
the post-war conditions.?? But to state that the 
autarkic tendency is far more important in ex- 
plaining the limitations of East-West trade than 
the Western restrictions, as is done also by such 
an eminent authority on the Soviet economy as 
Abram Bergson,*° requires more support than is 
usually given in our conventional wisdom on the 
subject. Particularly it requires an explanation of 
why the degree of Soviet autarky would increase 
during the last years of the 1940's and the early 
years of the 1950's. Furthermore, it should be 
noted that almost all communist statements from 
this time are favourable to an expanded East- 
West trade and do not show any signs of in- 
creased autarkic desires, rather the contrary. The 
sincerity of Soviet pronouncements of this sort 
is, however, open to serious doubts in general, as 
they may be intended to form public opinion 
more than to state facts. 

Quite apart from the obvious fact that the 
Western embargo policy strengthened any autar- 
kic tendencies in the East, there are, indeed, two 
reasons why an increased degree of internal 
autarky can be suspected during the crucial years 
around 1950. On the one hand we have the Ti- 
toist development in Yugoslavia. Stalin may have 
been afraid of the "demonstration effects" of 
this defection from the communist bloc, and for 
that reason he may have wanted a decrease of 
all relations between the smaller bloc countries 
and the West. On the other hand, the economic 
benefits of the Western cooperation inside the 
Marshall Plan may have had a certain attraction 
for the smaller East European nations, which 
similarly from Stalin's point of view may have 
motivated a break of the relations with the West. 
Many of the purges in Eastern Europe did take 
place during these years, and the early endeavours 
to create “national ways" to socialism, e.g., by 


Gomulka in Poland, were suppressed. However, 
it should be observed that neither of these two 
reasons would motivate a decreased Soviet trade 
with the West. 

Against this counter-argument, it may be ad- 
vanced that Stalin had an interest in getting a 
maximum economic result from the “satellites”, 
especially in the sectors of heavy industry, and 
that this would have been more efficiently 
achieved had he encouraged trade with the West. 
Besides, he had a firm control over the forcign 
trade channels and could largely prevent any un- 
desirable “demonstration effects” to spread from 
them. So why should he worry? 

We may conclude that the fall of East- 
West trade during the beginning of the embargo 
period may partly, but not self-evidently, be ex- 
plained by a Soviet wish to counteract both Tito- 
ist push and Marshall Plan pull effects on the 
other communist nations, and because of that, to 
disrupt their relations with the West. This can, 
however, not explain the fall in Soviet-West trade. 

In this context, the foundation of Comecon in 
the beginning of 1949 should also be mentioned. 
No great importance is, however, here attached 
to this factor, as the analysts of this organization 
in the West are generally agreed that the organi- 
zation hardly left its blue-print stage during the 
first years of its existence, and that it anyway 
achieved very little that could, and probably 
would, not have been achieved by inter-govern- 
mental cooperation, irrespective of Comecon. Co- 
mecon did not gain any self-propelling momen- 
tum during the first years of its existence, and is 
thus, as an organization, of little importance in 
our picture. 


F. Lack of export capacity 


The lack of export capacity in the communist 
countries has since the late 1940's been a common 
explanation in the West for the low level of East- 
West trade. In May 1949 the chief American 
delegate to ECE, Mr. Harriman, expressed the 
view that “the failure of the eastern countries 
to expand food production was the principle rea- 
son why East—West trade was still at low ebb”. In 
1953 the Economist e.g. wrote that “In the past 
the biggest single impediment to greater east-west 
trade has been the failure of the eastern bloc to 
export grain and timber on the prewar scale".?! 
The argument has even been more frequently 


heard during the last years when this trade has ex- 


panded considerably. 

In the last year before the Cocom-policy 
started, that is 1948, the West European export 
increased only moderately, while the exports from 
Eastern to Western Europe increased by some 50 
percent.3? 

If this argument is to have any value in this 
particular context, it has thus to be shown that 
the export capacity of the communist countries 
deteriorated after 1948, during the first years of 
the Cocom policy. The form that this argument 
was usually given during these years actually does 
lend some support to such reasoning. The main 
export commodities from the communist nations 
were agricultural and other primary commodities. 
It was said that the collectivization of the Eastern 
European farmers destroyed the production and 
wiped out the agricultural export surplus.?* Fur- 
thermore it was assumed that the drive to build 
up a heavy industry in these nations carried with 
it an increased domestic demand for the raw ma- 
terials and thus decreased the export surplus also 
of primary commodities other than those of agri- 
cultural origin. 

If these statements correctly describe the tend- 
encies in Eastern Europe they do point towards 
a decreased export capacity during those years 
for which we have a special interest. 

However much repeated this argument about 
lacking East European export capacity may be, 
and however plausible it may appear at first 
glance, the importance of it should not be over- 
rated. Both Count Witte and Stalin had demon- 
strated a good capacity to extract exportable sur- 
plus from poor peasants when this appeared de- 
sirable for an industrialization policy,35 and there 
are few reasons why a hard agricultural policy 
should not have been able to procure the neces- 
sary grain for paying for an increased import 
from Western Europe around 1950. 

Likewise it is also hard to understand why the 
Soviet Union should not have been able to keep 
up its export of timber in the early 1950's, if 
its leaders had so wanted. From table 14-8 one 
can see that the production of sawn wood, which 
accounted for half of the total timber exports in 
1913 as well as in 1950 and 1964, increased dur- 
ing the years 1950-55, while the export de- 
creased. 

The same is true for the export of pulp and 
paper, the export of which did not fall until 1953. 
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Table 14-8. Production and export of sawn wood in the U.S.S.R. in 1939 and 1950-55 


1939 1950 1951 1952 1953 1954 1955 
Production, million m* 34.5 49.5 56.0 60.5 66.4 69.0 75.6 
Exports, million m* 1.4 1.0 0.9 07 1.3 1.7 2.3 
Share in % 4.1 2.0 1.6 1.2 2.0 2.5 3.0 


Source: Karl Viktor Algvere, Forest Economy in the U.S.S.R., Stockholm 1966, pp. 363 and 365. 


Furthermore, if we look at an important coun- 
try like Britain, it can hardly be claimed that in its 
bilateral relation with the Soviet Union, the So- 
viet lacked export capacity. The Soviet export sur- 
plus to England for the crucial first years of the 
1950's amounted to well over one hundred mil- 
lion pounds. Thus even if the Soviet Union pre- 
ferred to use their pounds in other members of the 
sterling area, it can hardly be claimed that a lack 
of Soviet export capacity caused the fall of Brit- 
ish exports after 1950. Especially not as the Brit- 
ish authorities refused licences for exports to the 
communist nations, valued at approximately 40 
million pounds in 1952-53.5¢ 

It should also be noted that the Soviet Union 
more than fulfilled its contract with U.K. of De- 
cember 1947 to deliver 750,000 tons of grain, 
in spite of a clause in the contract which stipul- 
ated that if the Soviet Union could not place 
orders to a certain, unfulfilled value, it had the 
right to reconsider the delivery of the last 200,000 
tons.27 The Soviet Union also fulfilled its con- 
tractual obligations for timber to England.38$ But 
when a new grain contract between the Soviet 
Union and England was to be signed in 1949, 
the Soviet side insisted on having a clause in the 
contract by which it could reconsider its deliveries 
if it was not able to buy some commodities freely 
in the British Commonwealth.?? This stipulation 
was later behind the British reluctance ta intro- 
duce export restrictions on rubber. It also sug- 
gests that if the Soviet Union and East Central 
Europe did not expand its exports of grain and 
timber to Western Europe during these years, this 
may have been due not only to a shortage of ex- 
portable products but also to the embargo policy 
as such. The communist nations may have been 
uninterested in earning more currencies than they 
could use for buying capital goods in the West. 
They may also have wanted to retaliate by in- 
creasing the difficulties of "the dollar gap" in 


164 


Western Europe, in forcing these nations to turn 
to North America for their imports. 

Admittedly Britain had a special trade balance 
with the East European nations, but the overall 
Eastern export surplus as seen in diagram 14-2, 
suggests that the argument, perhaps, may be gen- 
eralized. 


G. The Korean conflict 


Often it is said that the break in East-West rela- 
tions which came about as a result of the Korean 
War is a main factor in explaining also the fall 
in the trade. The inflation, public and private 
stockpiling, and the intensified defence pro- 
grammes which followed, brought about a general 
scarcity of commodities, which wiped out the 
Western export capacity to the East. Another line 
of argument stresses that this open hostility be- 
tween the two systems created a higher sense of 
responsibilities among the business circles, which 
increased their willingness to cooperate in the em- 
bargo policy. 

There seem to be good reasons to believe that 
the hostilities in Korea helped to create a cli- 
mate in which the political willingness to increase 
the embargo lists grew stronger. It should, how- 
ever, be noted that the American complaints 
about the European exports to China and even 
North Korea for a long time after the outbreak 
of the war indicated that the decrease of trade far 
from followed in any natural way. Furthermore, 
it took the Americans a long time to persuade 
the British to use the United Nations to give 
propaganda backing for the embargo policy. 
In looking at the time sequence, one gets the im- 
pression that it was not the outbreak of the war 
that was the decisive element, at least not for the 
trade development, but far more the American 
reaction to the intervention by the Chinese, and 
to the initial set-backs which the Chinese caused 
the American forces. It was only then that the 


Table 14-9. Production and export of pulp and paper in U.S.S.R. 1939 and 1950-55 
ee ee 


1939 1950 1951 1952 1953 1954 1955 
a e 
Production, 1000 tons 959 1485 1676 1835 2054 2269 2408 
Exports, 1000 tons 22.1 99.2 107.3 66.4 59.2 59.2 
Share in % 1.5 5.9 5.8 3.2 2.6 25 


Source: Karl Viktor Algvere, Forest Economy in the U.S.S.R., Stockholm, 1966, p. 373. 


Americans brought all the pressures they could, 
including the Battle Act, to bear on the West 
Europeans. 

Possibly we may infer that the Korean War 
had a great impact on the trade development be- 
tween East and West, but only through the list- 
increasing effects on the embargo policy. Without 
the embargo it seems doubtful that the Western 
businessmen would not have continued to try to 
realize those extra profits which the communists 
no doubt would have continued to offer them. 
The deterioration in the trade relations seems 
more likely to have been caused by the existence 
of the embargo than by any spontaneous fall in 
the Western exports. 


H. The OEEC liberalization 


Finally, we have to take a look at the claim that 
the liberalization inside the OEEC area had ef- 
fects also for East-West trade. Did the endeav- 
ours by the new organization to stimulate trade 
and economic cooperation, to reduce the quota 
restrictions, and through the successive bodies of 
IEPA and EPU, to increase payments facilities 
and stimulate multilateral trade between the mem- 
bers, did all these endeavours have more trade 
diverting than trade creating effects for the com- 
munist outsiders? This question can simply not 
be answered on a priori basis. Those who claim 
that OEEC is a reason for a fall in East-West 
trade usually concentrate their attention on the 
trade diverting, and forget about the trade creat- 
ing effects. Both must, of course, be looked upon 
for any conclusive answer. 

From the discussed OEEC paper of Decem- 
ber 1948, it is evident that the member nations of 
the OEEC themselves estimated that the trade 
with the Fast European nations would expand 
considerably during the four coming years up to 
1952-53. Thus some new and unexpected factor 
must be found to explain the discrepancy between 


these expectations and actual East-West trade 
during 1949-1952. This factor is not likely to be 
the cold war in general, as the OEEC report was 
written well after both the Prague-coup and the 
Berlin blockade, and after the existence of a cold 
war was generally realized. 

As to the effects of the OEEC cooperation, the 
hypothesis is here advanced that the effects were 
not very strong on East-West trade in the begin- 
ning of the OEEC-work, as that evolved slowly 
and as the trade structure between Eastern and 
Western Europe was such that the trade develop- 
ment inside the OEEC area only to a small degree 
had substitution effects on the East-West trade. 
The case was rather the contrary, as the paper 
referred to above also estimated. In the long run, 
however, the cooperation inside Western Europe 
may have led to a number of close links between 
the member nations, which are very difficult for 
late-coming competitors to break through.*? Thus 
the OEEC-cooperation may be a factor which, 
through its lag effects, has some importance as 
an explanation for the low level of trade between 
East and West in the late 1950's and even today. 


I. Interdependence between the explaining factors 


Five more or less important reasons for the in- 
vestigated general trade development have been 
given: the Western embargo, Eastern autarky, 
lack of Eastern export capacity, Korea, and the 
OEEC-liberalization. Here we just want to under- 
line the evident fact that these factors may all be 
interdependent in a highly complex way. 

In another context I have presented the rather 
obvious case for the existence of close interaction 
between the embargo policy and the Eastern 
autarky.!! The same effects on Eastern autarky 
may-—unintentionally—have been achieved by the 
OEEC-cooperation, as well as by the Korean 
events. The lack of Eastern export capacity is in 
one way just another expression for the autarkic 
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ee ie ee almost all factors of produc- 
Riga n rated on domestic production, 

„Production was considered more or 
less as a nuisance, something which unfortunately 
was necessary in order to pay for desired imports. 

Several other interrelationships are possible and 
some probable. In part II, for instance, we have 
‘shown how the Korean War increased the sever- 
ity of the embargo policy. 

The complexity of the picture is well illustrated 
by the equally complex explanations for the East- 
West trade development, as given by an ECE Bul- 
letin in 1952, devoting special attention to explain- 
ing the past trade development. The Bulletin states 
that the decline of trade between 1949 and 1950 
“seems to have been due in general to the inten- 
sification of political tension and in particular to 
the more energetic application of licensing prac- 
tices”. The further decline between 1950 and 
1951 “does not seem to be the direct result of 
export restrictions imposed on strategic grounds 

. in all probability, the diversion of exports to 
other markets than eastern Europe was the result 
of armaments demand for these commodities in 
Western Europe and overseas markets ...". But 
the ECE observers also draw in the difficulties 
for trade, arising from the maintained bilatera- 
lism in the East when Western Europe went over 
to multilateralism, and various payment and cre- 
dit difficulties in East-West trade. It notes also 
that "export availabilities from Eastern Europe 
does not at present seem to be the primary limit- 
ing factor, as it was in the earlier post-war years. 
The exportable surplus of the main eastern ex- 
port commodities is elastic within wide margins, 
especially in the case of the U.S.S. Rs? 


5. Conclusion 


We are interested in getting to know how the em- 
bargo policy affected East-West trade. We have 
noted a close co-variation in the developments of 
the embargo policy on the one hand, and the 
trade on the other. However, in the total picure 
a number of other factors may have infiuenced 
trade, and from the development of the ‘oral 
East-West trade picture, no certain answers can 
be given to our specific question about the im- 
portance of the embargo for the trade. There re- 
mains, however, a not insignificant probability 
that the embargo policy was a main explaining 
factor behind the total trade development. This 
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probability is also supported by the fact that the 
importance of the strategic controls has been re- 
cognized as trade decreasing, even by important 
American individuals and bodies. 

In commenting upon the 1954 revision of the 
embargo lists, the American Administrator of the 
Battle Act, Mr. Harold Stassen, stated that he 
expected East-West trade to increase by ten per- 
cent as a result of the revision. This can only 
mean that he stated that the embargo had de- 
creased the trade level by some ten percent. The 
Randall Commission in 1954 made “a crude and 
conservative estimate” of the “net dollar cost to 
Western Europe as a result of East-West con- 
trols" and found that this cost had been between 
one hundred and two hundred million dollars a 
year.!i If Stassen's estimate is likely to be too 
small, the Randall one seems to be considerably 
exaggerated unless “net cost” is understood to 
mean trade foregone. Mr. Randall himself, who 
should have been very well informed, heavily 
blamed the embargo policy for the trade devel- 
opment: “We forbade our former enemies to 
trade with the Communists, and persuaded our 
former allies to limit that commerce rigidly. They 
had no choice but to comply with our wishes and 
to abandon their historic pattern of trade."45 Fin- 
ally, Harry Schwartz in 1952 stated at a meeting 
of American specialists on the Soviet economy 
that “It does not seem unreasonable to believe 
that the dollar volume of interbloc trade could 
have been at least twice as great in 1951 as it 
was in 1948, if the embargo policy had not been 
in force. But even so the percentage share of 
Soviet bloc participation in the non-Soviet world's 
foreign trade would still] have been under 10% of 
the total."4e 

None of these three estimates is substantiated 
by any published calculations, so the value of 
them is doubtful. But it should be observed that 
compared to both the Randall and the Schwartz 
figures, the calculations of trade foregone in this 
Chapter are on the conservative side. 


III. DIFFERENCES BETWEEN COCOM 
AND NON-COCOM COUNTRIES 


1. Introduction 


The figures for the total development of East~ 
West trade do not give any conclusive answers to 
the question of the importance of the embargo 


policy for this development. It is necessary to go 
into the material in more detail. One possible way 
of finding an indication about the embargo policy 
as a possible major reason for the fall in the gen- 
eral Jevel of East-West trade between 1948 and 
1954 is to look at the differences between differ- 
ent countries or country groups. If the embargo 
was of great importance one hypothesis is that 
the more involved a country was in the embargo 
policy, the greater should the effects be on its 
trade with Eastern Europe. 

These hypothetical effects should be different 
for the two periods of the embargo policy, the 
building up of it before 1954 and the tearing 
down of it after 1954. The more involved a coun- 
try has been in the policy during the period before 
1954 the greater a relative retardation of trade 
should be expected. For the period after 1954 we 
should expect a relatively quicker increase in the 
trade with the East for those countries that were 
relatively more involved in the policy, as the 
weight of the disappearing obstacles was greater 
the more involved a country had been. 

This hypothesis does not assume anything 
about the absolute development of trade, only 
about the differences in the trade development 
between a greater and a less involved country or 
country group in the embargo policy. 


2. Countrics and country groups 


Four groups of countries can, as has been said, 
be distinguished inside the embargo policy. 

In the United States the embargo lists and the 
general licensing requirements were such that we 
can speak about a total embargo for a consider- 
able period of time, at least between 1951 and 
1956. After 1956 the policy has partly been re- 
laxed, as was described in chapter 10. 

Thus we would expect a unique development of 
the American trade with the East, different from 
the rest of the nations involved. This develop- 
ment is shown in table 14-10. 

It is difficult to make any estimations of the 
effects of the U.S. trade discriminations against 
the Soviet bloc. However, one estimation in 1961 
by Samuel Pisar, who was rather close to the 
American policy makers, is of interest in this con- 
text. 

"It may be assumed that if the United States 
encouraged bloc trade by taking administrative 
action to liberalize its exports licensing policy and 


Table 14-10. United States trade with total “Sino- 
Soviet bloc", 1947-1962 


(In million dollars) 


Year Exports Imports 
1947 693 225 
1948 397 233 
1949 145 174 
1950 64 226 
1951 3 108 
1952 I 67 
1953 2 46 
1954 6 49 
1955 7 66 
1956 1 73 
1957 86 66 
1958 113 68 
1959 89 88 
1960 194 84 
1961 133 85 
1962 125 82 
1963 167 85 
1964 340 102 
1965 139 142 
Source: BARs. 


to minimize import discriminations, trade with the 
Soviet bloc could expand to perhaps $400 
to $500 million annually over the space of the 
next few years. This figure reflects an estimate of 
possible bloc requirements for machinery from 
the United States in light of its current economic 
plans, alternative sources of supply in Western 
Europe, and a consideration of the possible mag- 
nitude of bloc exports to the United States. While 
the bloc would probably not be able to balance 
trade at this level by its own direct export of 
goods to the United States, it could make up the 
residual amount by reexports, by converting ex- 
port receipts from other Western countries into 
dollars and by the sale of additional Soviet gold 
to the free world to make foreign exchange avail- 
able to the European satellites. This assumption 
of a United States-bloc trade expanded to $400 
to $500 million does not allow for an increase 
which might occur if U.S. long-term credits and 
most-favored-nation tariff treatment (already ac- 
corded to Poland) were made available to all bloc 
members—developments which would require leg- 
islative rather than merely administrative ac- 
tion."*7 

From table 14—10 it is readily seen that Pisar's 
figure is far from arrived at. If the 1964 wheat deal 
and the special agricultural surplus deliveries to 
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Poland are disregarded, the American trade with 
the Soviet bloc does not even reach one-fourth of 
the sum estimated by Mr. Pisar. 

Let us note that if the trade development of 
the United States is understood as an indication 
about the Eastern trade policy that at least some 
American policy makers wanted Western Europe 
to adopt, then the failure of that policy is clearly 
revealed by the West European trade figures 
which never decreased anywhere near the negli- 
gible American level. 

The West European countries can be divided 
into three groups, the Cocom-group, the neutrals, 
and the “tied” nations of Finland and Austria. 
The Cocom-nations were clearly more involved in 
the policy than the other four nations, They were 
directly bound by those particular “gentlemen's 
agreements” which were entered into in Cocom in 
Paris, and their general anti-communist stand was 
clearly demonstrated by the participation of all of 
them in NATO. 

Inside Cocom there were some differences be- 
tween nations, not only with respect to the relative 
importance of Eastern trade. We know, e.g., that 
France and England introduced their export regu- 
lations somewhat earlier than the other nations 
and that Western Germany had very loose regula- 
tions on trade with Eastern Germany in the begin- 
ning of the policy. We also have some evidence 
that the first embargo pressures from the United 
States were mainly directed against the British ex- 
ports to the communist nations. By and large, 
however, it seems justified to treat the European 
Cocom nations as a homogeneous group in this 
analysis. 

The two neutral nations of Sweden and Switz- 
erland had some kind of informal agreements 
with the Cocom-countries. The Western oriented 
business communities in these two countries were 
sometimes also brought to cooperate by informal 
non-governmental channels. These two countries 
were thus partly involved in the embargo policy, 
but less stringently than the Cocom members. The 
formal rules were less strict, the adherence to 
Cocom decisions was, at least formally and prob- 
ably also really, a matter for decisions by the na- 
tional authorities, the enforcement rules and the 
control measures were also likely to be less strict. 
But as we indicated in chapter 6, the involvement 
of the neutral nations was so great that it is decid- 
edly wrong to take the East-West trade experi- 
ence of the two neutral nations as evidence that 
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"factors other than Western restrictions are main- 
ly responsible for the continued low level",!8 or 
as evidence "of the extent to which eastern— 
rather than western—policy has deliberately re- 
stricted commercial exchanges ... ... for Switz- 
erland has not been subject to the restrictions of 
the Battle Act". 

The "tied" nations of Finland and Austria, 
finally, could not participate in the Cocom-policy 
partly due to treaty obligations, partly to political 
pressure from the Soviet Union. Their policy in 
these matters was tied. No indications have been 
found that Finland had any agreements with Co- 
com. For Austria before the State Treaty of 1955, 
some parts of the economy were clearly tied to 
the Soviet Union, while the trade policy of other 
sectors was controlled by the Western powers. 
There are strong rumours that the American 
authorities enforced the embargo policy in Aus- 
tria as much as they could. Even after the State 
Treaty, it is said that the Austrian authorities 
have in reality shown a good cooperation in the 
embargo policy. In 1958, for instance, it is re- 
ported that an Austrian trade delegation returned 
from China with preliminary orders valued at 
around 400 million shillings. The list of commodi- 
ties contemplated for export was, however, sub- 
mitted to Cocom in Paris, and severely cut down 
by the international control! agency. 

Unfortunately, none of the four non-Cocom 
nations in Europe can be considered as a pure 
case. 

For Sweden and Switzerland the fact is that we 
do not know to what extent they did cooperate 
with the Cocom policy. 


A. Sweden 


The development of Swedish exports to the Soviet 
Union shows two particular traits which give rise 
to question marks. 

The Swedish-Soviet trade during the crucial 
years of the embargo policy was influenced by a 
credit agreement signed on October 7, 1946. By 
this arrangement the Soviet Union got a credit of 
one billion Swedish crowns to be used in 1947— 
52, and repaid in 1962-67. The effective interest 
rate was approximately 2 3/8 percent. 

This agreement, which had been prepared for 
by the coalition government already during the 
war,50 was heavily resented by private Swedish 
industry. “A more unfortunate agreement has 


Table 14-11. Swedish trade with the Soviet Union 1947-52 


(In million Swedish crowns) 


A A ————————— 


a b c 

Credit Other Calculated 
Year deliveries exports exports 
1947 19.0 22.0 100 
1948 42.0 19.0 30 
1949 47.0 31.3 45 
1950 71.0 36.1 45 
1951 143.5 29.4 37 
1952 176.5 53.7 80-90 
Total 505° 191.5 337-347 


d e f g 
Difference Calculated Diff. 
c-b Imports imports fe 


—78.0 35.9 100 —64.1 

—11.0 45.4 30 +15.4 

-13.7 13.6 23 — 9.4 

— 89 30.5 36 = 5,5 

- 76 68.0 45 + 23.0 

—263 ~36.3 103.6 100 + 3.6 
297.0 334 


“To this should be added deliveries in 1953 for 12 million crowns and 17 million crowns as payment of old Swedish 


claims in the Soviet Union. 


Source: Sven Robach, Sveriges bande! med Sovjetunionen, Kommersiella Meddelanden, No. 5, May 1954, pp. 204-205. 


never been signed by Sweden”, said one of the 
main business journals,®! and the great advantages 
given to the Soviet Union were generally !a- 
mented. 

The interesting thing is that in spite of the 
very favourable conditions of this credit, the So- 
viet Union did not use more than half of the 
drawing rights, or 517 million crowns. 

Besides the credit deliveries, the normal trade 
turnover in 1947-52 showed a consistently lower 
Swedish export than had beforehand been calcu- 
lated in the ycarly bilateral agreements. As this de- 
velopment was accompanied by a Swedish import 
surplus, the trade development cannot be explain- 
ed by a Soviet failure to find export commodi- 
ties demanded by Sweden combined with attempts 
at bilateral balancing. 

From these figures two questions arise. First, 
why did the Soviet Union not use the Swedish 
credit, which, at least on the Swedish side, was 
considered to be extremely favourable, to the full? 
This question should a fortiori be asked, as the 
drawing rights on this credit agreements coincided 
with a period when the Soviet Union could 
not get any other credits in the West. The second, 
and supplementary question is: why was the Swed- 
ish export each year below the level that was ex- 
pected late in the preceeding year? 

The correct answers to these questions are not 
known. Several alternatives have been given by 
Swedish officials who were closely connected with 
the Eastern trade policy at that time. None of 
them wants to blame the embargo policy as such 
for the development, but all of them agree that 


this policy was part of the explanation. The dif- 
ferent main elements mentioned are: 


i) that the Soviet Union never intended to use 
more than half of the credit they asked for and 
were granted, the other half being intended as 
a showpiece in other Western credit negotiations; 

ii) that the Soviet Union expected a big depres- 
sion in the West5? which on the one hand made 
them believe that the demanded high Swedish 
prices would drop much if they postponed the 
purchases till the last year, and on the other, that 
as the depression did not come during the drawing 
period, it would come in the repayment period, 
which might make repayments in deflated cur- 
rencies very expensive; 

iii) that the Swedish enterprises had their or- 
derbooks fully booked and had no more delivery 
capacity for the East; 

iv) that the Swedish enterprises "found it to 
their advantage"53 consciously to ask very high 
prices from the Eastern countries, which in the 
prevailing scarcity situation mentioned under iii) 
by and large was considered commercially justi- 
fied; 

v) that the Swedish government also found it 
to the nation's advantage, partly because the ex- 
pected depression never came, partly because of 
the Western trade policy, not to stimulate the 
Eastern trade by trying to affect the policy of the 
enterprises; and 

vi) that in some sectors, e.g. tankers, other 
ships surpassing certain size and speeds, and ball- 
bearings, the embargo regulations directly pre- 
vented big sales to the Soviet Union. 
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Table 14-12. Foreseen and realized Finnish export to 
the Soviet Union 1951-1955 


(In million dollars) 


Foreseen Realized 
1951 58 68 
1952 64 119 
1953 70 146 
1954 78 147 
1955 81 138 


Source: Neue Zürcher Zeitung, June 20, 1950; the trade 
matrix; and Mikesell-Behrman, Financing Free World Trade 
with the Sino-Soviet Bloc, Princeton University Press, 1958, 
appendix Table I. 


B. Finland55 


The Finnish post-war trade with the Soviet 
Union and East Central Europe has to a large 
extent been influenced by its status as a nation 
defeated in the Second World War and having 
special obligations to the Soviet Union. 
War reparations were paid in the following 

amounts: 

1947 — 91 million dollars 

1949 — 81 million dollars 

1950 — 37 million dollars 


1951 — 54 million dollars 
1952 — 36 million dollars 


In order to pay these reparations, Finland built 
up a considerable production capacity especially 
adapted for Soviet needs. When the reparation 
obligations disappeared, this capacity continued to 
be used for exports to the Soviet Union. Thus 
some of the registered increase in Finland's ex- 
ports after 1952. is simply a statistical changeover 
from reparations to commercial exports. The con- 
tinued Finnish export is likely to have taken place 
irrespective of the Western embargo regulations. 
Probably the Finnish share of the Soviet market 
would have declined more rapidly, however, if 
the embargo had not existed. "The refusal of the 
Western powers to send 'strategic exports' to the 
Soviet Union may help the Finns by putting them 
in a stronger bargaining position for their own 
heavy industrial products."50 

]t is also of interest to note that a long-term 
trade agreement in 1950 between Finland and the 
Soviet Union foresaw a trade development which 
was considerably below that which actually took 
place. The policy may have had long-term effects, 
lasting into the 1960's.57 
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Another interesting factor is that in many in- 
terviews for this book, Finland has been men- 
tioned as an important transito country for stra- 
tegic goods. There must have been special con- 
trols against Finland from the Cocom nations, but 
it has been impossible to find out anything about 
them. They may not have been too efficient, 
however, according both to these interviews and 
to some other sources. In 1951, for instance, 
when Finnish commercial exports to the Soviet 
Union more than doubled, the Belgian exports to 
Finland also more than doubled, from 635 million 
francs to 1,574 million francs. Iron and steel sup- 
plies moved from 223 to 789, zinc from 28 to 
76, oil from 23 to 112 million francs, and machin- 
ery doubled.5® This may well have been for re- 
export, directly or indirectly. It is also significant 
that during the first ten months of 1954, when 
the embargo lists were being revised downwards, 
the growth of Finnish export was considerably 
below that of the average for other West Euro- 
pean nations. It is not inconceivable that both 
the sudden Belgian trade expansion with Finland, 
and the development in 1954 may have had some- 
thing to do with Finland being a transito nation 
for exports of strategic items to the Soviet Union. 


C. Austria 


Finally, Austria is also a special case, much in- 
fluenced by the lagging effects of the Second 
World War. 

The Austrian trade figures are simply not re- 
presentative for the actual flow of goods from 
Austria to the communist nations and particularly 
to the Soviet Union. Up till 1951, the statistics 
show no trade whatsoever with the Soviet Union, 
and only in 1955 does a rapid expansion of re- 
ported trade start. 

In reality the Soviet Union had occupied an 
important part of the Austrian territory, includ- 
ing a considerable share of the economic poten- 
tial. In the Potsdam agreements, the Soviet author- 
ities were granted the complete control over the 
former German property, including some 300 in- 
dustrial units. From the Soviet occupied com- 
panies a large flow of goods was transferred to the 
Soviet Union all the years before the State Treaty 
in 1955, without being reported as foreign trade. 
It is impossible to estimate the amounts involved, 
but one calculation by the Austrian Institut für 


Table 14-13. Impact of World War II on total product, population and per capita product 


oo e E e eed 
Relatives of Levels in Year Indicated in Stub 


1945 1950 

Country Popu- Per capita Popu- Per capita 
Type of Product and Pre-war Year Product lation product Product lation product 
USA GNP 1939 

a. total 172 107 161 168 116 145 

b. Excl. govt. expenditures 105 107 99 161 116 139 
Denmark 

total avail. supply 1939 84 106 79 130 112 116 
France 

national income, 1957 54 95 57 110 101 108 
Greece 

net domestic product, 1938 31 104 30 81 111 73 
Italy 

national income, 1939 49 104 47 107 108 99 
Netherlands 

national income, 1937 52 108 48 130 118 110 
Norway 

gross domestic product, 1939 103 (1946) 106 97 132 110 119 
United Kingdom 

national income, 1937 

a. Tota! 115 104 111 110 107 103 

b. Excl. public authority expend. 72 104 70 105 107 98 
Sweden 

gross domestic product, 1939 120 105 114 166 111 150 
Switzerland 

net national product, 1938 96 106 90 128 112 114 
Austria 

gross nationa! product, 1938 85 (1948) 104 a3 104 102 102 
Finland 

net domestic product, 1938 86 102 84 122 109 112 
West Germany 

net domestic product, 1936 94 (1948) 121 78 117 125 94 


Source: Simon Kuznets, Postwar Economic Growth, Four Lectures, Harvard University Press, Cambridge, Mass., 1964, 


pp. 91-92. 


Wirtschaftsforschung indicates that "das sowje- 
tische Besatzungselement im Jahre 1954 unkon- 
trolliert ósterreichische Waren (einschliesslich Erd- 
öl) im Werte von 130 mill. $ in die Sowjetunion 
und in die Ostblockstaaten ausfürte und gleich- 
zeitig aus diesen Gebieten Waren im Werte von 
rund 50 mill. $ nach Ósterrich einfiirte”.©° 

These problems played a considerable role in 
the preliminary peace negotiations between Aus- 
tria and the Soviet Union.?! 

Through the Austrian State Treaty of May 15, 
1955, it was decided that Austria should take over 
the old German property against deliveries to the 
Soviet Union of around 150 million dollars of 
general goods in six years, plus around 200 mil- 
lion dollars of oil in ten years.9? 

The conclusions to be drawn are obvious. The 
reported figures for Austria before 1955 are only 


partly meaningful. They are mainly indicative 
of the trade of the Western occupied part of 
Austria with the East Central European nations be- 
fore 1955, that is, a trade which may largely have 
been controlled by Western authorities, enforcing 
the embargo rules.“ The exceedingly rapid de- 
velopment of Austrian exports after 1955 is partly 
explained by the obligations of the State Treaty 
combined with a changeover from a non-report- 
ing to a reporting trade system. 


D. Summary of the difficulties 
The overall conclusion to be drawn from these 
facts about Sweden, Finland and Austria is that 
special circumstances enter the analysis, which in 
the first two cases give ground to believe that 
our hypothesis about different trade developments 
between different West European nations will be 
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Table 14-14. Eastern European imports from major trading areas, 1948-51 


(In million dollars, current prices) 


Areas 1948 % 1949 % 1950 % 1951 % 

as BE a o S leno s unio uere I e e LL Ed 
United States 120.8 11.7 61.6 5.8 26.3 3.2 2.6 0.0 
Western Europe? 622.8 60.5 1444 70.1 5719 71.6 626.1 72.6 
Mid-East 718 76 60.2 5.6 519 7.2 55.6 64 
Other Asia 121.1 11.8 90.2 8.5 82.0 10.2 93.6 10.8 
All Other 86.0 84 942 10.0 61.6 7.8 83.2 10.2 
Total 1028.5 100 1050.6 100 801.7 100 861.1 100 


? Except Finland and Yugoslavia. 


Source: Nicolas Spulber, “Effects of the Embargo on Soviet Trade", Harvard Business Review, Vol. 30, 1952, p. 123. 


found true in the trade statistics, but partly for 
these special reasons and not only due to the em- 
bargo policy. For Austria, the reported growth in 
trade with Eastern Europe should exceed the 
rea] growth, but the statistical development should 
go contrary to our hypothesis about the develop- 
ment after 1954. 

Neither are “all other conditions" equal. 
Other complications also enter the analysis. The 
very method of grouping the countries may in- 
troduce a spurious relation. If, for instance, the 
communist autarky strivings are assumed to be 
independent, and the strongest reasons for the 
early post-war trade development, and that these 
strivings were differentiated between countries 
due to their political attitudes, then we would also 
expect a different trade development between 
exactly the three groups chosen. Likewise, if it is 
assumed that the fall in the trade was a conse- 
quence of the general political circumstances of 
the Cold War, more than that of the embargo re- 
gulations, the different attitudes to the Cold War 
in the “tied”, the neutral and the NATO-nations 
should also differentiate between our three 
groups. 

Furthermore, the economic conditions and po- 
tentialities immediately after the war were differ- 
ent in different countries. A few figures indicating 
these differences are to be found in table 14-13. 
They do not reveal much, but they indicate, for in- 
stance, a great potential export capacity in Swe- 
den, which may influence the export behaviour of 
the neutral “group” of countries. 

These many complications must be remem- 
bered, as they do indicate that the following com- 
parisons are far from being free from objections. 
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But possibly they may anyway be of an indica- 
tive value. 

We will make three comparisons between the 
Cocom and the non-Cocom nations. The first il- 
lustrates the development of the relative import- 
ance of the Eastern markets for the West Euro- 
pean nations, the second, the relative development 
of trade with the East, and the third, the division 
of the Eastern market between West European 
countries. 

Before so doing, however, we may observe that 
the relative share of world trading areas other 
than the U.S.A. and Europe remained relatively 
stable in the beginning of the policy. The relative 
change that emerges in the total trading picture 
is the cessation of American trade with the East, 
which is compensated for in relative terms by an 
increase in the West European trade. 


3. Relative share of Eastern Europe in 
total West European exports 


In table 14-15, the relative percentage shares of 
Eastern Europe in the total trade of the West Eu- 
ropean nations are given. 

It is noticeable that the relative share of East- 
ern Europe in the export of the "tied" nations is 
considerably higher, and in the neutral nations 
somewhat higher than in the majority of the Co- 
com-nations. This situation existed, however, also 
before the embargo policy started. 

During the first period of the embargo policy, 
there is a consistent fall in the relative position 
of Eastern Europe. Between 1948 and 1952, nine 
of the Cocom-nations decreased the relative share 
of Eastern Europe, most of them by one half to 
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Table 14-15. Export to and import from Eastern Europe in percentage of total export and import 


1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 


Export 

Sweden 7.8 8.3 V7 7.2 7.0 7.4 4.5 4.2 3.5 3.5 3.7 3.8 4.5 4.3 4.2 5.3 4.2 
Switzerland 7.6 73 7.0 6.6 5.6 3.8 2.8 2.9 3.1 2.7 2.9 2.8 3.4 3.3 32 2.6 2.7 
Austria 17.3 14.7 17.9 17.9 13.1 12.6 10.9 9.4 9.9 12.9 13.8 12.4 13.3 13.7 14.7 14.8 14.9 
Finland 10.9 15.5 18.2 12.2 11.5 20.7 30.3 26.9 24.2 26.4 28.4 23.8 21.6 18.8 17.5 22.2 20.4 
Belgium-Luxembourg 24 3.5 4.8 3.6 2.1 2.4 2.9 2.9 2.3 2.5 2.1 2.0 1.8 2.6 2.4 2.0 1.5 
Denmark 6.8 6.6 5.1 3.3 48 4.1 5.1 6.5 3.4 2.6 3.0 3.5 4.0 3.8 3.3 5.0 4.7 
France 1.9 1.6 24 1.1 0.9 1.0 1.3 1.7 2.6 2.4 2.3 2.8 2.8 3.2 3.2 3.6 2.8 
Greece 5.8 8.9 0.7 0.5 0.4 0.3 6.3 7.1 4.6 10.3 11.0 16.2 16.5 22.1 23.4 20.2 19.9 
Italy 6.7 4.0 5.1 5:1 3.9 4.0 3.8 3.5 3.1 3.2 3.9 3.4 4.1 4.1 5.1 5.2 5.3 
Netherlands 4.2 4.5 4.7 2.6 2.0 1.8 2.7 3.5 2.2 1.6 2.0 1.6 1.6 1.6 1.8 1.7 1.4 
Norway 9.9 10.0 12.2 6.4 4.6 5.0 6.3 73 5.9 6.0 4.9 5.0 4.7 4.4 4.0 3.9 4.3 
Portugal 1.6 1.1 1.5 1.5 1.8 3.1 2.6 2.5 2.3 1.7 1.4 1.7 2.1 2:2 1.4 1.4 1.5 
Turkey 7.2 9.5 11.7 6.8 7.8 5.6 7.4 14.3 21.9 19.7 18.4 22.7 11.5 12.2 8.7 6.9 9.6 
United Kingdom 2.6 13 1.6 1.2 0.6 0.6 0.6 0.9 1.3 1.3 1.7 1.4 1.8 24 2.9 2.9 3.0 
Western Germany — 1.9 3.6 3.8 1.8 1.2 1.2 1.5 2.0 3.0 2.8 3.1 3.2 3.8 3.7 3.8 3.0 
Import 

Sweden 7.5 9.9 759 6.7 73 6.3 3.8 3.9 4.3 4.9 3.3 3.4 4.4 4.2 4.4 4.5 4.5 
Switzerland 8.2 54 5.2 4.5 i 2.9 2.9 2.9 3.1 3.2 2.4 2.7 2.3 2.2 2.3 2.0 1.9 
Austria 22.6 25.5 14.7 14.2 11.0 11.2 10.8 9.1 9.4 9.5 10.2 10.7 11.3 11.2 10.4 11.0 12.0 
Finland 14.3 19.0 17.2 18.0 15.9 19.3 34.1 28.3 26.5 24.5 30.1 25.1 24.2 20.2 19.2 18.9 20.8 
Belgium-Luxembourg 2.7 3.9 19 1.9 1.6 14 1.7 1.9 1.9 2.0 1.9 1.8 2.1 1.9 2.1 2.2 2.2 
Denmark 6.5 10.6 6.7 5.8 6.2 4.6 3.9 3.8 3.7 3.7 3.6 4.3 4.4 44 4.2 4.0 4.3 
France 1.3 1.9 2.2 II 1.2 1.2 0.9 1.6 1.8 2.1 2.2 3.1 3.1 2.4 2.5 2.6 2.9 
Greece 2.8 2.1 0.6 0.3 0.1 0.2 1.2 2.8 3.4 4.6 5.8 7.0 7.4 7.9 7. 7.8 8.5 
Italy 5.2 3.0 5.0 4.0 3.3 3.6 1.9 2.6 2.5 2.3 3.0 3.2 4.6 5.6 5.9 5.4 5.6 
Netherlands 3.6 4.1 5.5 2.6 2.0 2.5 2.3 1.9 2.2 2.5 1.9 2.1 2.8 2.2 2.0 1.9 2.0 
Norway 49 8.0 72 5.4 3.1 3.7 4.4 4.0 3.6 4.6 3.6 3.3 3.5 3.1 3.0 2.9 2.8 
Portugal 0.3 0.3 0.7 0.7 0.4 0.2 0.2 0.2 0.3 0.5 0.3 0.7 1.0 1.4 1.2 0.8 0.7 
Turkey 5.7 8.3 11.8 7.9 5.0 5.6 7.8 9.4 18.3 14.7 16.8 18.2 9.6 9.1 73 6.0 7.3 
United Kingdom 1.0 2.5 1.7 2.4 2.1 21 2.2 2.1 2.7 2.5 2.7 2.7 2.9 3.0 3.5 3.5 3.6 
Western Germany 1.0 1.2 3.8 2.5 1.5 1.5 1.7 1.9 2.2 3.2 3.1 3.6 3.8 3.8 3.8 3.8 3.5 
Ee 
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Fig. 14-5. A-H. Development of trade in Cocom nations, 
the neutra! nations, and Finland, 1937-1963. Index 1953 
=100, — — —, Cocom; ——--, Sweden and Switzerland; 
Finland. 

(A) Total exports to the world. (B) Exports to Eastern 
Europe. (C) Exports to East Central Europe. (D) Exports 
to the Soviet Union. (E) Total imports from the world. 
(F) Imports from Eastern Europe. (G) Imports from East 
Central Europe. (H) Imports from the Soviet Union. 


one third. Italy remained unchanged and Portugal 
increased. Among the neutrals, Sweden shows a 
slight decrease, while Switzerland conforms to the 
Cocom-pattern. Austria also shows a slight de- 
crease, while Finland shows an increase by one 
fourth. 

During the second period of the embargo policy, 
from 1954 to 1958, the picture is more compli- 
cated. The big countries of the Cocom group, 
England, France and Western Germany, show a 
great increase in their trade with the East, as do 
Greece and Turkey. Italy and Portugal show a 
decrease, while Norway, Denmark and Holland 
show a noticeable increase during 1953 and 1954, 
followed by a decrease in 1955. Sweden and 
Switzerland both show a decrease, for Sweden by 
one half. The reported Eastern trade of Austria 
first falls, then rises, while the development for 
Finland is the reverse. 

After 1958, most countries, including the neu- 
trals and the "tied" ones, have a rather un- 
Changed pattern with variations within one per- 
centage point. Only Turkey has a decisive de- 
crease, while Italy, Denmark, Norway, Greece 
and England have an upward trend. 

These observations correspond somewhat to 
the results expected from our hypothesis. The fall 
in trade in the first phase of the embargo policy 
is decidedly more marked in the Cocom group 
than in the other two groups, as is the rise in 
trade during the second phase.9* 


4. The index number development 


Another way of analysing the trade development 
in accordance with our hypothesis is to rely upon 
a set of index numbers. This has been done in 
statistical appendix A. 

The lowest year of East-West trade, 1953, has 
been chosen as the base year. The Cocom-group 
includes all West European Cocom-members ex- 
cept Western Germany. The latter country had 
such a specific position in this trade picture,?5 
that it should be excluded from the general anal- 
ysis. 

In looking at the four export diagrams based 
on the statistical appendix, it is instantly notice- 
able how East-West trade has behaved very dif- 
ferently from the general development of world 
trade. This is, however, not so surprising, as a 
2 to 4 percent share of the total world trade is 
apt to vary more than the total. The question is 
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if there are any systematic differences of the 
type we would expect, 

First it can be observed that the imports from 
the communist countries show less of a dif- 
ferent behaviour between the Cocom and the non- 
Cocom countries than that of the exports of these 
country groups. This is particularly true for the 
crucial years around 1949 to 1954, 

For the period before 1953, we can, secondly, 
notice the most rapid rise in exports for the 
“tied” country, Finland, both in exports to the 
world and, relatively more rapidly, to Eastern 
Europe. The two neutral nations have a very 
strong development in their exports to the East 
already before the embargo policy starts. The 
rise in their exports between 1950-51 is, how- 
ever, quite remarkable. This development is the 
more remarkable as it goes quite contrary to 
the Cocom-group, where we find a rapid develop- 
ment of exports up to and including 1949, but 
then a sudden drop in 1950 by approximately 
one third, and a remaining on this low level up 
to 1953. If we contrast this development with all 
the four non-Cocom nations we find that they had 
a ten percent drop in their exports to the East in 
1950, possibly due to developments in Korea, but 
instead of remaining on this low level, they had an 
increase of more than one third in 1951 and of 
close to ten percent in 1952. In 1953, when the 
Cocom nations had a rapid increase in Eastern 
exports, the non-Cocom nations saw a drop. 

Thus we do find some support for our hypo- 
thesis in these figures. There is clear contrast be- 
tween the Cocom and the non-Cocom countries 
during the first years of that organization. There 
is, furthermore, some difference between the 
"tied" and the neutral groups which also con- 
forms to our hypothesis. 

If we look at the individual nations, however, 
the picture becomes somewhat blurred. While the 
development has the same direction in Austria 
and Finland between 1949 and 1953, the speed 
is different. Austria had a very slow increase, 
less than 10 percent, while Finland considerably 
more than a doubling of the export level in these 
years. This difference may be explained by the 
special circumstances described above. It is also 
noteworthy that the Soviet Union was the fastest 
expanding market during these years, while that 
of East Central Europe lagged behind. 

The two neutral nations also had differences 
between themselves. Swiss exports to the East re- 
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mained virtually on the same level betwcen 1947 
and 1951, then had a heavy drop in 1952 and 
1953. The Swedish exports showed some decrease 
in 1949 and 1950, but jumped by more than 50 
percent in 1951 and remained on the new level 


in 1952. 

Among the Cocom nations the pattern of ex- 
port development is generally similar. The excep- 
tions are Portugal, where the small absolute level 
of trade makes the trends uninteresting, and Italy 
which shows a slight increase in exports, when 
all the other Cocom-nations show decreases. 

Our hypothesis is thus partly confirmed. The 
majority of the Cocom-nations behave as ex- 
pected. Sweden and Finland behave as expected 
in a high degree, while Austria and Switzerland 
have a more doubtful middle position. 

For the post-1953 period we would expect the 
Cocom-nations to regain the market which they 
had lost, due to the embargo restrictions, and 
similarly we would expect the non-Cocom na- 
tions to lose part of that relative market share in 
the East which they might have gained due to the 
restrictions in the other Western nations. 

These expectations are quite confirmed. While 
the Cocom nations have the slowest development 
of exports to the world of the three groups, it has 
the quickest to the communist nations. This de- 
velopment was particularly strong in 1953-54, 
when the exports to the world stagnated while 
that to the East soared. 

The difference between the Cocom and the 
non-Cocom nations is also considerable, the for- 
mer expanding their exports to the East much 
more rapidly than the latter. This is especially 
noticeable around the 1954 and 1958 revisions of 
the Cocom lists. 

Inside the non-Cocom group, the development 
is less clear. Sweden and Finland still confirm 
our hypothesis reasonably well, Austria behaves, 
partly due to the circumstances described on page 
170 most like a Cocom nation and Switzerland is 
somewhere in between. 

Inside the Cocom-group the two big nations 
who had been especially tied to the United 
States, England and France, had a very rapid in- 
crease after 1953, Italy continued to behave in a 
special way, with much less increase in exports 
when the other Cocom nations soared. This Ital- 
ian development may indicate that the country 
was not particularly affected by the embargo re- 
gulations. 


Switzerland consitutes the question mark in 
our picture. The Swiss development of the trade 
figures corresponds rather well to the information 
about the Swiss agreements with the Western pow- 
ers as reported in the descriptive part.9? It is 
possible that the Swiss authorities cooperated well 
with the Western embargo organization. It is also 
possible that the Swiss authorities just closed their 
eyes to an unusually high amount of illegal trade, 
which was not reported in the statistics. The latter 
explanation may seem a bit unlikely, but surpris- 
ingly often European businessmen have stated 
that almost any type of embargo circumvention 
could be arranged via Switzerland, where, some 
have said, the goods would just disappear. 


5. Relative market shares of country groups 


Another way of expressing the effects of the em- 
bargo policy on East-West trade in Europe is to 
investigate the relative shares of the three country 
groups in the total trade of all the countries. This 
is done in statistical appendix B, by setting total 
export or import of the 14 countries involved 
equal to 100 and then calculating the relative 
share for each of them over the years. 

Again we can observe how the relative posi- 
tion of the various groups in total world trade, 
on both the export and the import side, remains 
relatively stable over the years, while the shares in 
the Eastern market show a wide variation. 

When we look at the development of trade 
with total Eastern Europe we can first observe 
that during the early years in the 1950's the shifts 
of trade between the Cocom and the non-Cocom 
groups are much larger on the Western export 
than on the import side. This is particularly 
marked in trade with the Soviet Union. The fall 
in the share of imports to the Cocom-countries 
from the Soviet Union moreover shows a clear 
one-year lag after the fall of exports to the So- 
viet Union, which is an indication that the reason 
for the shifts in trade between the Cocom and 
the non-Cocom group is to be found on the 
Western export side. The lack of Soviet export 
capacity does, on this evidence, not seem to be 
the primary reason for the marked fall in this 
country's import from the Cocom group. 

Another interesting observation is given when 
we divide total Eastern Europe into its two main 
parts. The shifts of trade between the Cocom and 
the non-Cocom groups are much more pro- 
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Fig. 14-6. Percentage shares of 14 West European coun- 
tries' export to the Soviet Union. 


nounced for the Soviet Union than for East Cen- 
tral Europe. If the reason for these shifts is the 
embargo policy, it seems as if the policy had to 
a much higher degree been directed against the 
Soviet Union. This can be seen in most countries, 
for non-Cocom nations like Sweden and particu- 
larly England. From the present statistics it seems 
as if England were extra heavily hit by the de- 
creasing trade with Eastern Europe in the first 
years of the 1950's. 

In figure 14—6 the division of the shares of 
West European exports to the Soviet Union can 
be seen. It can be noted that the hypothesis about 
the behaviour of the three groups is fully con- 
firmed on the upward period of the embargo. 
While Cocom shows a distinct drop, the neutrals 
have correspondingly small increase in the ex- 
port shares and the tied nation of Finland has 
a huge increase. For the tied group this develop- 
ment would have been even more pronounced if 
the Austrian exports to the Soviet Union had been 
included together with the Finnish war repara- 
tions up to 1952. On the period after 1953 our 
hypothesis is confirmed with respect to the rela- 
tive development between Cocom and non-Cocom 
nations, while the relative position of the tied and 
the neutral countries does not fully correspond 
to what we would have expected. 


6. Conclusions 


In looking at the development of Western Eu- 
rope's export to Eastern Europe we do find a clear 
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difference between the Cocom and the non-Co- 
com groups of countries, confirming our hypothe- 
sis about the differences that the embargo policy 
should tend to create. 

The development between the tied and the 
neutral group is less clear but we have shown that 
all of these countries had special problems which 
unfortunately make the analysis to be of doubt- 
ful value. 

When we consider these special problems to- 
gether with the spurious relations that the very 
division between countries may have introduced 
in the analysis, we can conclude that the differ- 
ences between the chosen groups do give some 
support to the proposition that the embargo policy 
was an important reason for the East-West trade 
development after 1948, But still we cannot be 
certain. The causal relationships are too compli- 
cated to permit any firm conclusions. 


IV. EFFECTS OF THE EMBARGO 
ON THE TRADE STRUCTURE 


1. An untestable hypothesis 


We have found that there was a noticeable differ- 
ence in the trade behaviour between Cocom and 
non-Cocom nations during the 1950's. If the em- 
bargo was a main factor behind these differences, 
we could state as another hypothesis that they 
would also affect the commodity structure of 
trade. We would expect that the differences be- 
tween the two groups would be magnified in 
those commodity groups which were most heavily 
affected by the embargo lists, while they would 
tend to disappear in those commodity groups that 
were less, or not at all, affected by the embargo. 

Such an hypothesis cannot, however, be investi- 
gated in a satisfactory manner, on the basis of 
available material Several obstacles exist. First, 
our knowledge of the content of the early em- 
bargo lists is much too small. Secondly, the avail- 
able statistical break-down is such that only one 
main commodity group, food, can be expected to 
have been relatively free of Western export re- 
strictions. All other groups have been affected, in 
various degrees, the relative magnitudes of which 
cannot be specified. Thirdly, the available groups 
are too crude. A good investigation of the hypo- 
thesis would require a more detailed break-down. 
Finally, the heterogeneity of the export commod- 
ity structure of the countries involved, creates a 


178 


difficulty for finding more systematic amplifica- 
tions in the differences between the Cocom and 
the non-Cocom groups. 

Thus we will be content to make a few more 
general observations for the effects of the em- 
bargo on the commodity structure in East-West 
trade. From figure 14—7, we can instantly see 
that in most commodity groups, the four non- 
Cocom nations and Western Germany which, as 
was shown in ch. 6, created special difficulties in 
the Cocom work, made a temporary market gain 
at the expense of the Cocom nations during the 
most important embargo period. This is, of 
course, what would be expected from the devel- 
opment described in section III. The only in- 
formation added is that the difference in trade 
development between the two country groups is 
due to a difference which is spread out over al- 
most all commodity groups. 

For the rest, however, we will just make a few 
observations in each commodity group. These ob- 
servations do not reveal anything essentially new 
in this study, which has not been noted elsewhere. 
The new statistical series in appendix C is 
printed in full, not primarily to support the ar- 
gument here, but in the hope that they will prove 
to be useful for other studies on East-West trade 
after the Second World War. 


2. General observations on the trade develop- 
ments in the main commodity groups 


Food and Beverages (1-2) 


In the year 1950 we find a sharp drop in total West 
European exports of food and related products, from 
58.3 to 32.1 or by 26.2 million dollars. Most of this 
fall is accounted for by Denmark with 9.7, the Nether- 
lands, 6.4, Norway, 3.6 and Western Germany with 3.5 
million dollars. 

In the years 1953-1957 the Western exports of food 
items reached a very high level, with the same coun- 
tres, plus France, accounting for most of the increase. 
In the last years of the 1950's the level again feli down 
to that of 1949, but expanded again in the early 1960's. 
Thus the development has been uneven. The reasons 
for the unevenness are likely to be found in the effects 
of the Korean War in 1950, and the internal Eastern 
situation—both political and agricultural—in 1953 to 
1957, more than in Western embargo regulations. 

Among the non-Cocom countries only Sweden had a 
noticeable export in the first embargo years. The Swed- 
ish food export is also very uneven, without any dis- 
cernable pattern. 

From the diagram it can be seen that during the em- 
bargo period, the non-Cocom countries increased their 
share of the Eastern exports of food and beverages. 


Imports 


« 8 b & 8 B. 8 t 5 » 8 
prm Aer -r e e 
Re) 


D; 
ff Te 


20 


3738 48 50 52 54 56 58 60 6263 


Fig. 14-7. Percentage share of seven Cocom nations in 
East-West trade of twelve West European nations. 
Source: Appendix C. 


(A,, A,) Food, live animals,, beverages and tobacco. (B,, B), 
Crude materials and animal and vegetable oils and facts. 
(Cp C,) Crude minerals and precious stones and metals. 
(D, D,) Mineral fuels, lubricants, etc. (E,, E;) Chemicals. 
(Fi F,) Crude and manufactured fertilizers. (G, G,) Chemi- 
cals, crude and manufactured fertilizers. (H,, H,) manu- 
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factured goods, classified chiefly by materials. (1,, 1.) Iron 
and steel. (J,, J,) Non-ferrous metals. (K,, K,) Metal manu- 
factures. (L, L,) Machinery other than metal working and 
electric. (M,, M,) Metal working machinery. (N,, N ;) Electric 
machinery. (O,, O,) Total machinery. (P,, P,) Road-motor 
vehicles. (Q,, Q,) Ships and boats. (R;, R,) Other transport 
equipment. (S, S,) Total transport equipment. (T, T.) 
Instruments, watches, etc. (U, U,) All other commodities. 
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Fig. 14-7 (continued). 


Crude Materials (3) 

Also in the crude material) pinup we Can observe a 
beavy fall in Western export in 1950, which may well 
be related to the Korcan War. 

The total fall between 1949 and. 1950. was tram 149.5 
to 883 or by 61.2 million dollars. eos of thin, 469 
million dollar, was secnunled for Ly Cousn-nutions, 
mainly Norway and Vranie, while 14 $ was the decrcuw: 
of non-Cocom countries, sindy fnlend 

The diagram showa blow the mont nn nalis have 
increuscd their share of Wade jn code maiale fam 
the pie-war period, beth in pnperts Vut mainly in ca- 
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Fig. 14-7 (continued). 
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Union jumped their exports of these goods in a very 
marked manner. 

If the embargo was severely applied to this commodity 
group we are thus led to believe that the effects, which 
almost completely hit East Central Europe, initially were 
to increase the imports from the non-Cocom countries 
while the internal Eastern production capacity was built 
up, rapidly enough to create a substantial export capac- 
ity in 1953-54, 


Mineral Fuels, Lubricants, etc. (5) 

In this group before the embargo, the Western export 
was infinitesimal and disappeared completely during the 
embargo. 
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Of greater interest is the Western import side. The 
statistics reveal a change in the middle of the 1950's 
in the growing relative importance of Soviet oil in com- 
parison to the East Central European solid fuel exports. 
The Soviet export drive started at about the same time 
as the first, and gained a strong impetus after the sec- 
ond embargo list revision. 

During the early 1950's, when especially Polish coal 
was important to Western Europe, we can notice how 
the exports to the Cocom-group fell strongly, while that 
to the non-Cocom countries temporarily increased. This 
may be taken as an indication that the payment position 
of the East Central European countries was not so bad 
as to explain the shifts in the trade during these years. 
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Fig. 14-7 (continued). 


Fuel was one of the most important Eastern export 
commodities at this time. 


Chemicals (6) 

In the first embargo period the exports of chemicals from 
the Cocom-nations show a slight fall and a stagnation 
until 1956-57 when a doubling of the value suddenly 
takes place. Most of this export goes to East Central 
Europe. 

Among the non-Cocom nations Switzerland ix the most 
important exporter. The Swiss cxport displays a few heni- 
tations in 1950 and 1952-53, and cornparcd to 1948 it 
falls about 40 percent. 

Another interesting phenomenon ix that up till 1954 
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the non-Cocom nations held about the same share as the 
Cocom group of the Eastern market. From 1954 10 1958 
this share dropped steeply down to 40 percent After 1958 
this drop has continued but less rapidly. 

As a chemical exporter to the East, Westem Germany 
gained a prominent place in 1949 which was kept up till 
1954. After 1954 the German export grew rapidly, and 
the 1956 level was about three times as high as the 
1952 onc. 


Fertilizers (7) 


‘This i» n smull group which has been unstable. The 
only remarkable development inside of it is a noticeable 
temporary export increase in 1950, 1951 and 1952 both 
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from Austria and from some Cocom nations. The pos- 
sibility that some of the chemicals on the Cocom lists 
were falsely labelled and exported as fertilizers should 
not be completely excluded. In one Belgium case this 
has actually been told in an interview. 

With infinitesimal exceptions all Western fertilizers 
went to East Central Europe. These countries also ex- 
ported most of the Eastern fertilizers to the West. 

When chemicals and fertilizers are taken together the 
market shares of the Cocom and non-Cocom groups 
show less amplitude in their shifts, but the general pat- 
tern of the chemical group is retained. 


Manufactured goods (8) 


The most noticeable development in this group is the 
shift between East Central Europe and the Soviet Union 
as destinations inside the comparatively smooth Western 
export development. (1954 is the only exception.) This 
pattern is especially remarkable during 1952-1954. The 
export to East Central Europe falls by more than half, 
while the rising export to the Soviet Union more than 
compensates for this fall. The same pattern is discernable 
for the only important non-Cocom country, Finland, as 
for Belgium, France, Italy and the Netherlands. 

In this group we can also notice a considerable fall 
during the embargo period in the import from Eastern 
Europe. 

The question which can be raised is if all the avail- 
able resources in this group were used by the Soviet 
Union in the substitution programme for the embargo 
and in the general Cold War economy, both those which 
formerly were exported, and those that could be had at 
the expense of East Central Europe from Western Europe 
and from Finland. 


Iron and steel (9) 

This group shows an initial fall in Western exports dur- 
ing the first embargo years, and a very rapid growth for 
the Cocom countries when the restrictions were lifted. 
A spectacular growth of Western exports in 1953 is 
wholly accounted for by France. The growth after 1954 is 
much smaller for the non-Cocom countries. Indeed, be- 
tween 1954 and 1957 the Swedish export does not reach 
its pre-1954 level. The diagram also shows the great 
shifts in market shares between Cocom and non-Cocom 
nations in 1949-1951. 

It shouid also be observed that during the worst em- 
bargo period the imports from the Eastern European 
nations considerably decreases in both Cocom and non- 
Cocom nations. 


Non-ferrous metals (10) 
This group was heavily hit by the embargo policy; "prac- 
tically all non-ferrous metals" were on the lists in 1952 
according to the Battle Act Reports.0? This can also be 
seen in the statistics with a drop in the export values 
from 35 million dollars in 1949 to less than 5 million 
dollars in 1952-1953, and a growth between 1953 and 
1956 from 5 to 65 million dollars from the Cocom-na- 
tions. Finland could only give a compensation of a 
few million dollars, even if it had an unusually high 
export in 1951 to 1954. 

Copper was one of the most 


important embargo 
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items in the early 1950's, partly because of its import- 
ance in the production of electricity, which was a key 
to the production of the atomic bomb. The strong Soviet 
interest in copper in the late 1940's was also revealed by 
Djilas.68 The great Western shortage of copper in the 
early 1950's also created special regulations in e.g. British 
exports, but from the middle of 1953, when the short- 
age grew less acute, U.K. export licences would be 
"granted freely subject to strategic considerations" .09 

In 1954 copper was decontrolled by Cocom, and the 
British exports of copper wire to the Soviet Union in- 
creased from nothing in 1953 to 6.3 million pounds dur- 
ing the ten first months of 1955,70 thereby becoming 
one of the most important export items in the exchange 
with the U.S.S.R. 

The much smaller exports from East to West also 
disappeared completely between 1951 and 1956. 


Metal manujactures (11) 


Almost the same picture is found for metal manufac- 
tures, if less spectacular. The fall of Cocom-cxports was 
from 8 million dollars in 1949 to between 2.5 and 4 mil- 
lion dollars in 1951-1958. Western Germany was a ma- 
jor exporter in 1949-1950, but its export value dropped 
from 10.2 million dollars in 1950 to 1.3. million dollars 
in 1952. Both Sweden and Switzerland followed the Co- 
com pattern, while Austria and Finland gave Eastern 
Europe some compensation. In the middle of the 1950's 
the share of the Soviet Union in the West's total exports 
grew in relation to that of East Central Europe. 

The Eastern export to the West 1948-1950, in which 
the Soviet Union only held an infinitesimal share, dis- 
appeared completely during 1951-1956. 


Machinery other than metal-working and electrical (12) 


This is a big group in Westem exports to the East. In 
the Cocom-group it fell from around 50 million dollars 
in 1949-1950 to around 25 million dollars in 1952-1954. 
In 1957 it had regained the 1949-1950 level and after 
1958 a rapid increase is registered. Approximately the 
same pattern is shown by Western Germany. The non- 
Cocom group behaved in a different way, with a con- 
tinued export of around 50 to 60 million dollars before 
1954, a drop down to around 30 million dollars in 
1955-1956 and then a less rapid growth than the Co- 
com-group. Inside this group, however, there was a 
marked shift with Finland's export increasing and the 
other countries decreasing between 1951 and 1955. In 
1955-1956 Finland experienced a very sharp drop. 

The fall in Western exports affected East Central 
Europe more than the Soviet Union. In 1949-1950 the 
smaller nations took three to four times as much as the 
Soviet Union, but in the middle 1950's the Soviet share 
was slightly bigger than the other socialist countries. 

The exports from East Central to Western Europe 
remained on a level around 15 to 25 million dollars 
with a certain shift in favour of the non-Cocom group 
in the first half of the 1950's. 


Metal working machinery (13) 

This group behaves like nos. 10 and 11. The fall in the 
Cocom-export is from 27 million dollars in 1949 to 2 to 
5 million dollars in 1953-1958. The West German ex- 


port was not big initially but the holding back of the 
export capacitiy during the embargo years is indicated 
by the rapid growth starting in 1957-1958. The behaviour 
of the Cocom total is, however, very much influenced 
by the high Italian export figures in 1949-1950. 

Sweden and Switzerland behave very much like the 
Cocom-nations, while Finland has a sharp temporary ex- 
port increase in 1955-1956. 

Also in this group we find a relative shift in the 
Western export shares from East Central Europe to the 
Soviet Union. The big Finnish exports in 1955-1956 went 
to the latter country. 

The relatively smaller East Central European exports 
1948-1950 disappeared completely in 1951-1956. 


Electric machinery. (14) 


Here we have the same pattern again. Cocom exports 
drop from 35 million dollars in 1949-1950 to around 
half in 1954-1956. At least in the case of England the 
fall was in part "the effect of the controls which it had 
been necessary to impose on strategic grounds".71 Ex- 
cept for 1954, when West Germany sold two thirds of 
the Cocom value, West German export is low up to 
1957-1958 when a rapid increase sets in. 

The neutral countries, particularly Sweden, 
their exports in 1951-1952, but then a fall sets in. 

The fall of Cocom exports hits the Soviet Union much 
more than East Central Europe in 1951-1952, while the 
position is reversed in 1953-1955, 

East Central European exports to the West disappear 
in 1951-1956. 


increase 


Machinery (12-14) 


The three machinery groups taken together indicate the 
great importance of the embargo for these types of com- 
modities, something which also has been stressed in So- 
viet literature,72 

The fall for the Cocom-nations starts in 1949 from 
113 million dollars to reach a bottom in 1954 of 47 
million dollars. West German exports start falling in 
1950 and do not fall as much as the other Cocom-na- 
tions. This is also true for the neutral nations, where a 
strong fall in 1951-1954 for Sweden and Switzerland is 
partly compensated by a rise in Finnish exports. The 
Swiss export of machinery fell from 12,978 tons in 1950 
to 6,578 tons in 1952.73 

The relative shift in Western exports from East Cen- 
tral Europe to the Soviet Union during the embargo 
period is also clearly given in the summary. In 1948- 
1953 the share of the smaller countries in total West- 
em exports was more than double that of the Soviet 
Union. Thereafter the two areas have taken about an 
equal share of Western exports. 


Road-motor vechicles (15) 


This is a small group where only the Cocom countries 
had a noticeable export before 1951. The interesting thing 
is that while the Cocom-export fell from 15 to less than 
3 milion dollars in 1949 to 1954, the East European 
exports to Cocom-countries increased from 4 to 8 mil- 
lion dollars. Most of the trade in the group was done 
by the East Central European countries. The neutrals 


played an insignificant role as exporters but steadily in- 
creased their imports of East European road-motor ve- 
hicles during the period. 


Ships and boats (16) 

In this group a rather low and uneven development of 
Western exports can be seen during the 1950's. The 
only spectacular increase is shown by Finland, which 
created a truly important shipbuilding industry for the 
Soviet Union. This is almost certain to have been created 
as a substituting response to the Western export restric- 
tions on most types of modern ships. 


Other transport equipment (17) 

An insignificant group, where the only noticeable devel- 
opment is the disapperance during 1951-1956 of a small 
East European export in 1948-1950. Both Cocom and 
non-Cocom nations decrease their exports of a few mil- 
lion dollars during some of the embargo years. 


Transport equipment (15-17) 

The sum total of this group shows a@ steady increase in 
East European imports from the West during the main 
embargo period. This increase is largely accounted for 
by Finland's shipbuilding export to the Soviet Union, 
while the Cocom-export varied around a 25 million dol- 
lar level, and East Central Europe lost a substantial part 
of their imports from the West in 1952-1956. 


Instruments, watches etc. (18) 

In this group the Cocom-export falls from 13.1 million 
dollars in 1949 to 2.1 in 1953. This fall is wholly ac- 
counted for by England. In the non-Cocom group a 
small Swedish export disappears, while the Swiss export, 
which reached 5.6 mililon dollars in 1949 and 7.3 in 1950, 
dropped to a level between 3 and 4 million dollars in 
1952, where it has remained until 1963. 


All other commodities (19) 


The most remarkable development in this group is the 
strong increase in the export of the non-Cocom nations 
in 1951-1956 and the subsequent fall in 1957-1960. No 
explanation can be given without a detailed examination 
of the statistics, but the rather uniform behaviour of all 
the four countries suggests that the Eastern countries in 
some degree may have found embargo compensations 
inside this group. 


3. Conclusions 


Some tentative conclusions might be drawn from 
these observations on the different commodity 
groups. The nature of the conclusions is far from 
final. They should be regarded more as hypo- 
theses for future studies, when more detailed ma- 
terial has become available. 


A. The total trade effect of the embargo 


The first conclusion agrees with the results ob- 
tained in the general trade section. It is that the 
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main effect of the embargo—if any— was not to 
decrease trade much, but to prevent the growth of 
East-West trade in Europe, concomitant with the 
growth of the GNP's and the rest of world trade 
during the first years of the 1950's. It is true that 
in most commodity groups a fall in trade can be 
Observed. But the magnitude of this fall is not so 
great as the increase which takes place when the 
embargo restrictions are lifted. After 1953-1954 
in most groups, and a few years later in a couple 
of groups, East-West trade seems to regain not 
only the loss of the early 1950's, but also the non- 
realized trade expansion.74 


B. Regional effects of the embargo 


A second conclusion is that trade behaved very 
differently between the Cocom and the non-Co- 
com groups of countries. This is most clearly seen 
in figure 14-7, where the share of the Co- 
com-countries in total East European imports 
from the West drops considerably in most com- 
modity groups during the early 1950's, and 
where the relative importance of the non-Cocom 
group is showed to increase considerably during 
a substantial part of the decade. 

It is also noticeable that this increase of the 
importance of the neutral or the "tied" nations 
seems to have particularly much affected some of 
those commodity groups which are likely to have 
been highly restricted by Western export regula- 
tions. 

Inside the non-Cocom group, however, the be- 
haviour is different between different nations in 
different commodity groups. Except in a few 
cases, Sweden and Switzerland behave more like 
Cocom-nations, even if with a slight time lag, 
while Finland largely behaves as we would expect 
a nation not participating at all in the policy. 


C. Soviet substitution possibilities 


A third conclusion is that the Soviet Union, 
against which the embargo was mainly directed, 
had several possibilities of compensating for the 
loss of trade with the West. This substitution pro- 
cess, which is rather uniform and most marked 
in the groups of manufactured goods, non-ferrous 
metals, metal manufactures, and different ma- 
chinery, was combined of four elements: 


. a) In the very first embargo years, when the 
‘effects inside the Soviet Union should have been 
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the greatest if the embargo had been really effi- 
cient, the embargo effects were counteracted by 
a time lag in the export decreases of the neutral 
countries and partly of Western Germany. 

b) Some compensation is had by the building 
of the Finnish industry. This is noticeable in 
metal manufactures, machinery and particularly 
in shipping. In the statistics, shipping seems to 
be a group which was not particularly hit by the 
embargo. The export that did take place, was, 
however, of ships of well-defined types, mainly 
smaller and slower ones. Denmark openly violated 
the regulations, Norway initially got some excep- 
tions in Cocom and Belgium continued some ex- 
ports of ships also, in the early years. The com- 
pensation from Finland is thus important mainly 
in those types of ships that Cocom included in 
their lists. 

c) A third source of compensation for the Sov- 
iet Union may have been had through a redirec- 
tion of Western exports from East Central Europe 
to the Soviet Union. It is noticeable how the rela- 
tive shares of the Soviet Union and the rest of 
Eastern Europe changed in a number of com- 
modity groups in the early years and the middle 
of the 1950's. 

d) It is also noticeable how the East European 
exports in some embargo groups completely dis- 
appeared in the years 1951 to 1956. This seems to 
indicate that the substitution process inside East- 
ern Europe could profitably use up all the earlier 
exported commodities, or the production capacity 
with which they had been produced. It can, how- 
ever, also indicate a certain counter-embargo, or 
a desire to create some trouble for the Western 
nations. 


D. The reasons for the fall in East-West trade 
up till 1953 


We would like to draw a fourth conclusion about 
the reasons for the trade development. This, un- 
fortunately, does not seem possible. Some hints, 
however, are given by the material. 

Except for the embargo and the Eastern desire 
for autarky we have given three main reasons for 
the trade development. They were Eastern lack of 
export capacity, the Korean War and the OEEC- 
liberalization. 


a) The Korean War started in June 1950. We 
know that the embargo regulations at this time 
were relatively much less comprehensive than they 


became in 1952-53. Yet we find in 1950 a sharp 
drop in East-West trade, a drop which moreover 
was overcome already in 1951. This drop is 
mostly concentrated to raw and crude materials, 
where it affects both the import and the export 
sides. Goods with a more roundabout production 
process which are usually produced and sold on 
contracts covering a longer period of time, do not 
show this drop in 1950. Where a decrease in 
Western exports occurs in these commodity 
groups in 1950, it often continues with a still 
more serious decrease in 1951 and after. 

Possibly the inference may be drawn that the 
Korean War was responsible for a part of the 
fall in Bast-West trade in 1950. The heavy spe- 
culation and consequent shortage of raw materials 
in all the world, together with the sudden and ob- 
vious sharpening of the Cold War, may have 
caused a redirection of carlier trade streams with- 
out the interference of any formal legal obstacles. 

b) Nothing can be stated about the effects of 
the OEEC-liberalizations from these figures. 
These effects are on a priori grounds also more 
likely to have a slow initial but a larger long- 
time consequence for the regional structure of 
trade. 

c) The argument that the East European 
countries themselves by lack of export capacity 
caused the fall of the trade in the early 1950's 
does not scem too convincing when the figures are 
scrutinized. 

In a number of the smaller East European ex- 
port commodities we do find a fall, but this fall 
occurs in those groups where the Western exports 
to the East also show a fall. Thus the decreased 
Eastern export may have helped to substitute in 
the domestic production for the decreased East- 
ern imports from the West. 

In the three main Eastern export groups, how- 


Table 14-16. Eastern European exports 1948-1953. 
Four main commodity groups 


(In million dollars) 


Food and Crude Chemicals 
live materials Mineral and 

Year animal etc. fuels fertilizers 

1948 318 86 271 31 

1949 315 84 249 36 

1950 276 99 175 30 

1951 342 122 262 53 

1952 429 109 216 51 

1953 294 147 190 5i 


ever, which largely determined the Eastern import 
capacity, we do not find a considerable fall. 1950 
shows some decrease for food and fuel, but here 
the Korean War may have come in. For the rest 
there is even an increase in Eastern exports during 
the initial embargo period, as can be seen from 
table 14-16. 

In the food group the increase in 1951-52 
comes from the Soviet Union and goes to the 
non-Cocom group. The increase in the export of 
crude materials also comes from the Soviet Union 
and goes mainly to the Cocom group. In the fuel 
sector the export to Cocom decreases and that to 
the non-Cocom group increases. 

d) In summary our statistic indicates that the 
fall of trade in 1950 may partly have been caused 
by the development in Korea, especially in the 
sectors of raw materials and crude products, 
while it seems doubtful if the Eastern capacity to 
pay for a continued import from the West can 
be made responsible for the fail in trade which 
took place. The embargo does seem to have 
played a considerable role in the fall of trade in 
the early 1950's, especially in the groups of highly 
processed commodities. 


Chapter Fifteen. Effects of the Embargo Policy on the Soviet Economy 


I. INTRODUCTION 


Finally, we come to one of the most crucial ques- 
tions of the embargo policy, namely which effects 
did it have on the Soviet economic and, thereby, 
indirectly on the Soviet military potential? In 
Parts II and III we presented a number of West 


European arguments advanced at different pe- 
riods against the inefficiency of the policy, with- 
out quantifications, and we also gave some rea- 
sons to believe that these arguments were well 
founded. In this chapter an attempt will be made 
to quantify the effects of the embargo policy on 
the Soviet economy. 
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This attempt wal, By meses, be baral on a 
number e( asus, what annihilate any 
claim tu pressi, Besites, the atevelypitent al! 
the communist societies in the prstavar period 
has been very eomqlicated, and we cannot hope 
to disentangle the specific results of the embargo 
policy from the general development. On owa- 
sions, mostly less important ones for the overall 
picture, it is possible to establish a direct line be- 
tween the embargo and actions inside the com- 
munist area, On more important issues, such as 
internal reallocation of resources and Soviet trade 
with the other bloc economies, the embargo. may 
or may not have been an important impetus, at 
the side of the internal development and the many 
foreign policy factors which together formed the 
Cold War. How important, wc simply cannot tell, 

Thus, the calculations below do not warrant 
the pretentious name of analysis, but should be 
considered as a "numerical exercise". They may, 
however, at least provide a starting point for 
other attempts to quantify the effects of the em- 
bargo policy. Several of the assumptions below 
are arbitrary, because no certain basis for making 
them could be found in the literature. They are 
based on estimations of what seems reasonable to 
the author. If any reader would like to make 
other assumptions, he can only be advised to 
make a recalculation based on his own assump- 
tions. 


I. THE APPROACH 


The export embargo policy was designed to slow 
down the rate of growth of the Soviet eco- 
nomy and, thereby, also the Soviet military po- 
tential We will make two computations of these 
retardation effects, one for total Soviet GNP and 
one for the combined “heavy” sectors of the eco- 
nom;, starting from assumptions which are believ- 
ed to indicate the possible maximum of the ef- 
fects. Thereafter we will give a simple “model” 
for the Soviet possibilities to counteract or circum- 
vent these maximum effects, and give a few nu- 
merical indications about these magnitudes which 
tend to decrease the computed maximum effects. 

This type of approach has been criticized by an 
American government advisor, Samuel Pisar, 
who. without any attempts to use the method, 
On a priori grounds, states that the GNP ap- 
proach “cannot be satisfactorily used in deter- 
mining the extent to which the export restriction 
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program. achieves lia primary objective of impos- 
inp a delay on the bloc's military buildup”. Pisar 
in vertalnly correct In saying that this approach is 
wot fully antixfactory. But the alternative which he 
Himself auggesis, but does not apply, namely to 
summarize the cvidence of bloc attempts to obtain 
tho restricted exports illegally, and to systematize 
the Nigh prices the bloc is willing to pay, is evi- 
dently loss satisfactory, as such information is 
very piecemeal and highly erratic. 

Pisar's somewhat incoherent manner of argu- 
Ing the cuse for a continued and extended em- 
hargo effort is typical for much of the American 
discussion and can thus illustrate the questionable 
logic used. Pisar says, for instance, that "The 
fact that United States and allied export restric- 
tions have not prevented the bloc from developing 
advanced military technology and thermonuclear 
capability is not a true measure of the effective- 
ness of this cooperate effort. The Communist war 
industry was always known to be heavily insulated 
against any likely direct impact from the outside.” 
If this was the case, one may well ask both why 
the embargo efforts were ever undertaken, unless 
they were not directed against other sectors than 
the "communist war industry", and why Pisar in 
the same context makes a plea for an urgent resto- 
ration of the U.S. embargo cooperation with West- 
ern Europe which “has been conspicuously absent 
in recent years"? If the military sectors of the 
Soviet economy are as insulated as Pisar suggests, 
a new Western embargo effort could only be ef- 
fective through the effects on the general eco- 
nomy. Thus Pisar, himself, indirectly seems to 
testify to the relevance of the GNP approach in 
evaluating the effects of the embargo policy. 


IH. RETARDATION OF THE 
SOVIET GNP GROWTH 


In order to indicate how much the embargo might 
have slowed down the growth of the Soviet eco- 
nomy, we will first compare the actual rate of 
growth with a hypothetical rate that can be as- 
sumed to have taken place in the case of normal 
East-West trade relations. In order to carry 
through this operation we have to resort to a num- 
ber of more or less crude assumptions. 


1. Actual rate of growth of the Soviet GNP 


As is well known, there are a great number of 
compulations of the Soviet GNP and its growth 


rates available from both Eastern and Western 
sources. A considerable debate about the correct- 
ness of different results has also taken place dur- 
ing the last decade. This is not the place to scru- 
tinize that discussion. We will have to choose 
among the measures produced. 

Our assumption will be that the figures for 
comparative levels of GNP in 1960 and of growth 
rates during 1950-1960 as given by Stanley Cohn? 
in 1962 are acceptable for our purpose. Cohn's 
figures are in the mainstream of Western results, 
and even if they are below Soviet computations, 
we are mainly interested in the coherence of the 
American thinking as to the effects of the em- 
bargo policy. Thus a representative American 
estimation is better for our purposes than a So- 
viet one. 

As the Soviet GNP in 1960, Cohn gives either 
193.6 billion dollars when exchange rate conver- 
sions are used, or 235.5 billion dollars when an 
index of internal purchasing power is used for 
converting the ruble values. As growth rates for 
the Soviet GNP he gives: 


1950-55 7.0 per cent 
1955-60 6.5 per cent 
1950-60 6.8 per cent 


Let us take the higher figure for the Soviet 
GNP, assume a flat annual growth rate of 7 per 
cent! over the ten-year period, and disregard the 
price movements. We would then get the set of 
figures shown in column 2 of table 15-1 for the 
approximate Soviet GNP over the period 1950- 
1959. 


2. Hypothetical rate of growth of Soviet GNP 


Tn order to indicate the hypothetical rate of growth 
which could have taken place in the absence of 
an embargo policy, we will proceed in three steps. 
First, the trade retardation will be estimated, then 
the magnitude of this retardation will be com- 
pared to total GNP, and finally the bottleneck 
effects of the embargo policy will be taken into 
account. This will give us a new series of GNP 
values. 

The assumptions used are very crude and are 
likely to distort the results considerably more than 
the unrefined methodology of the comparison.5 
The magnitudes might, however, have an indi- 
cative value. 

The first assumption made is that all the de- 


crease in trade in the 1950's which can be ob- 
served, as well as the non-realized trade develop- 
ment which we have estimated, have been the ef- 
fects of the embargo policy. From our discussion 
in chapter 14, where we have shown that also 
factors other than the embargo are likely to have 
affected this development, it is clear that this as- 
sumption exaggerates the importance of the em- 
bargo, even if we cannot say by how much. We 
find, e.g., that the heaviest fall in trade took place 
in 1950-51 and it would, indeed, be surprising if 
the direct and indirect effects of the Korean War 
had not contributed to this development. The ad- 
vantage of the exaggeration is that we will be sure 
to get results which are above the maximum ef- 
fects. As the embargo policy has been accused of 
falling short of its intended aims, the maximum 
effects realized should be of greater interest than 
the minimum ones, if we want to judge the effec- 
tiveness of such a policy. This consideration will 
also be applied to the assumptions made below. 

It should be observed that the spokesmen for 
the embargo policy are in a dilemma with regard 
to this assumption. On the one hand, they do not 
want to assume the responsibility for the fall and 
stagnation of the East-West trade in the 1950's, 
but generally blame it on other factors, particu- 
larly on Soviet autarkic tendencies.54 On the other 
hand, they want to claim as much success for the 
embargo policy as possible. But the less respon- 
sibility they assume for the trade development 
the less success they can claim for the embargo 
policy. The more they blame the trade develop- 
ment on other factors, the smaller the effects, and 
the utility, of the embargo policy must have been. 

Our second assumption is that the amount of 
non-realized trade can be estimated from table 
14-7. For the Soviet Union this means that 
"realized" trade has fallen short of "normal" 
trade by the amounts given in column 3 of table 
15-1. The reasons for this assumption follow 
from the discussion in chapter 14, section II 3 C. 
'The figures are, of course, far from exact, but 
they may be supposed to give a decently correct 
reflection of the approximate magnitude of the 
"unnormalcy" of East-West trade in the 1950's. 

Let us now combine our two series and see 
how great a share of total Soviet GNP that was 
affected by the non-realized trade during the 
1950's. This share is given in the fourth column 
of table 15-1. 

The conclusion to be drawn from this numeri- 


189 


e 15-1 The Soviet G as 
^ NP 
1 ( affected by the 


Actual Non- Hypothetical 
i GNP realized GNP 
Year 1% imports % 8% 
———M—— ML 
1950 120 0.379 0.32 120 
1951 123 0.535 0.42 130 
1952 137 0.404 0.29 140 
1953 147 0.475 0.32 151 
1954 157 0,354 0.23 163 
1955 168 0.402 0.24 176 
1956 180 0.329 0.18 190 
1957 193 0.194 0.10 205 
1958 206 0.140 0.07 221 
1959 zü 0.074 0.03 239 
1960 236 


cal example is that the economic effects of the 
embargo policy on the total Soviet economy can 
have been only exceedingly small. During the 
most intensive period of the embargo only one 
tenth to one half of one per cent of the Soviet 
GNP was directly affected. Our calculation is no 
doubt crude, but even if the Soviet GNP is con- 
siderably overestimated and the non-realized trade 
considerably underestimated, the direct effects of 
the embargo policy have hardly affected more 
than one per cent of the total Soviet economy. 

Indirectly, however, the bottleneck effects of 
the embargo restrictions may have affected a 
greater share of the economy. We know nothing 
about these magnitudes and will have to be con- 
tent by making the assumption that the import- 
ance of the non-realized trade is so great from 
the growth point of view that it has contributed 
to a slowdown of the growth-rate from the poten- 
tial 8 to the actual 7 per cent during the 1950's. 
This should be a considerable exaggeration, but 
because of that, it gives a figure for the effects 
of the embargo policy on the economic growth of 
the Soviet Union which should be of a maximum 
nature. 

In looking at column 5 of table 15-1 we can 
now draw the conclusion that the effects of the 
embargo policy, on these exaggerated assump- 
tions, at the most, have been to retard the Soviet 
economic development during the decade of the 
1950's by one year. This should be the upper limit 
of the embargo effects on the Soviet ecoonomy. 
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IV. BFFECTS ON THE MILITARY 
AND THE INVESTMENT SECTORS 


To the above calculation it can be objected that 
the effects of the embargo policy should not be 
calculated on the total Soviet economy, but on 
the sectors directly affected. The avowed aim of 
the embargo was to hurt the Soviet military 
strength. In order to achieve this, mainly the in- 
vestment sectors of the economy were exposed to 
the Western policy of trade denials. Thus we 
should calculate the effects on these two sectors. 

As before, we do not require any more sophis- 
ticated measures. Most calculations of these two 
sectors indicate that they have taken some 40 to 
50 per cent of the total Soviet GNP during the 
1950's.9 

If we assume the lower figure, and combine it 
with column 4 of table 15-1, we get a measure 
which cannot be accused of underestimating the 
effects in table 15-2. 

Even on this smaller base we can see that the 
direct effects of the embargo cannot have been 
particularly great. During the Korean War around 
one percent of the two vital sectors of defense 
and investment were affected but after the armis- 
tice the level fell to one half and then rapidly 
down to one tenth of one percent. 

The indirect effects may, of course, have been 
greater. If the embargo policy succeeded in con- 
centrating on bottle-neck goods, as was sometimes 
said, we can assume that an amount of domestic 
resources were indirecetly affected. If we assume 
the immediate spreading effects to have had a 
magnitude of five* we can estimate the indirect 
effects of the defence and investment sectors to 
have affected approximately the percents of the 
total sectors as given in table 15-3. 

At the most, one twentieth of total Soviet de- 
fence and investment resources have, on this cal- 
culation and for a short period, been affected by 
the embargo. 

However, when it became impossible to import 
Western goods, an amount of Soviet export goods 
could be retained inside the country. This amount 
should have been somewhat smaller than the im- 
ports denied, as the embargo partly turned the 
terms of trade against the Soviet Union. When we 
discuss total non-realized, as different from actu- 
ally achieved trade, the two magnitudes should 
not differ by a very large amount. 

The export commodites retained in the Soviet 


Table 15-2. Per cent of the Soviet defence and invest- 
ment sectors directly affected by non-realized trade 


1950 0.8 1955 0.6 
1951 1.1 1956 0.5 
1952 0.7 1957 0.3 
1953 0.8 1958 0.2 
1954 0.6 1959 0.1 


Union should, with a time-lag, to some extent 
counteract the effects of the import difficulties 
through the usual economic substitution process. 

Saved exports and denied imports did, however, 
belong to different economic sectors, the former 
mainly agriculture and raw materials, the latter 
mainly refined investment goods. Difficulties in 
substitution between the sectors should have low- 
ered the growth efficiency of the new resource 
allocation as compared to that which would have 
taken place in the absence of a Western embargo 
policy. Let us assume that the primary spreading 
effects were decreased by 50 percent® through the 
secondary substitution process which took place 
inside the Soviet Union. We then get the effects 
shown in column 2 of table 15-4, inside the de- 
fence and investment sectors. 

Let us now make the assumption that all 
growth in the Soviet economy was created inside 
the defence and investment sectors,® and that the 
yearly GNP growth rate was 7 percent. 

This would indicate that each unit of resources 
inside these two sectors would grow by a factor 
of 1.175. Let us further assume that the units 
affected by the embargo policy had a growth 
strength which was twice as high as the average 
resource units, or 1.350, and that the units af- 
fected simply disappeared out of the production 
process. This would give us the reduced growth 
rate as shown in column 4 of table 15-4 and the 
relative index number developments as shown in 
columns 3 and 5. 

According to this exceedingly hypothetical but 


Table 15-3. Per cent of the Soviet defence and invest- 
ment sectors indirectly affected by non-realized trade 


1950 4.0 1955 3.0 
1951 5.5 1956 2.5 
1952 3.5 1957 1.5 
1953 4.0 1958 1.0 
1954 3.0 1959 0.5 


Table 15-4. The Soviet military and investment sec- 
tors as retarded by the embargo policy 


Assumed Decreased 

% of annual growth 

resources growth to Actual 
Year affected 17.5% % growth 
1949 index 100 index 100 
1950 2.0 117.5 16.8 116.8 
1951 2.8 138.1 16.5 135.7 
1952 1.8 162.2 16.9 158.7 
1953 2.0 190.6 16.8 185.3 
1954 1.5 224.0 17.0 216.8 
1955 1.5 263.1 17.0 253.7 
1956 1.3 309.2 17.0 296.8 
1957 0.8 363.3 17.2 347.8 
1958 0.5 426.9 17.3 408.0 
1959 0.3 501.5 17.4 479.0 


somewhat more refined calculation the growth of 
the normal index between 1958 and 1959 
amounts to 74.6, and the difference between the 
two indices in 1959 to 22.5. This would indicate 
that the retardation of the growth of the Soviet 
military and investment sectors due to the em- 
bargo policy equals somewhat less than four 
months. 


V. COUNTERACTING THE EMBARGO— 
A "MODEL" 


The crude calculations above, indicating a growth 
retarding effect of the embargo of, at the most, 
something between four months and one year dur- 
ing the 1950's, did not take into consideration the 
Soviet possibilities to counteract or to circumvent 
the effects. The greater these possibilities were, 
the more the maximum effects have to be re- 
duced. 

In this section a coherent pattern for the pos- 
sible Soviet counteractions is presented. In the 
next section, a few quantitative estimates will be 
inserted. To some extent, this is a summary of 
many details which have been given in their chro- 
nological places in parts II and III of the book. 


1. United States versus the Soviet Union 


Our basic assumption is that the trading nations, 
inside the given institutional framework for trade, 
have reached an optimal level of mutually benefit- 
ting trade, as conventionally understood in eco- 
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nomic theory. This also implies that the internal 


economics are fully adjusted to the given struc- 
ture of trade. 


This docs not mean that trade is assumed to 
he completely “free”, but only that the existing 
rules restricting the free trade are well defined. 
In actual East-West trade it is well known that 
the existing regulations are more severe than in 
intra-Western trade. Besides, it is doubtful if even 
inside the existing framework this trade has 
reached an optimal level, as the frequent changes 
in the regulations and the consequent insecurity 
tends to give psychological impediments to the 
trade, keeping it to a level which is even below 
the one that is economically warranted by the 
existing legal institutions. 

Let us first assume that the world consists only 
of the United States and the Soviet Union, and 
that the United States suddenly imposes a strict 
embargo on a certain range of commodities, 
which formerly entered into the trade between 
the two nations. This will have certain repercus- 
sions inside the United States itself, which we, 
however, will disregard for the time being. The 
question to be asked is how such a decision af- 
fects the Soviet Union and—the interconnected 
question—which possibilities are open to circum- 
vent the arising effects? The long range of dif- 
ferent actions will be grouped into a few compre- 
hensive categories. 


a. Smuggling 


The first possibility is that the Soviet Union tries 
to get the embargoed commodities by way of 
some kind of illegal exports from the United 
States. As was seen in the history of the actual 
embargo, many different methods exist, and new 
ones tend to develop as soon as the known ones 
are closed by stricter control and enforcement 
measures. Much of this is not outright smuggling, 
but we will group all the illegal export transac- 
tions under this heading. 

Whether this smuggling is done by ordinary 
businessmen out of the desire for profits, or by 
communists, motivated by ideology, it is likely to 
carry with it extra cost above those which were 
paid before the embargo decision. Thus some re- 
organization in the internal Soviet economy will 
be necessary, from e.g. running down the internal 
gold reserves to reducing investment and/or con- 
sumption in the economy. 
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b. Import of substitutes 


A accond possibility for the Soviet Union is to 
import o substitute for any embargoed commod- 
ity. The substitute may be a very close one, a 
slightly different diameter of a drilling machine 
for instance, or a very indirect one like a defect- 
ing atomic scientist, a blueprint of a machine that 
was embargoed, or knowledge collected during 
a visit to a factory, in a cultural exchange pro- 
gram, or in an ECE committee. 

As we assumed an optimal trade pattern at the 
outset this possibility will also involve extra costs 
for, or smaller production in the Soviet Union, 
and thus some internal reorganization. 

One implication of this possibility is that a 
natural tendency must exist inside an embargo 
policy to extend the lists of forbidden goods over 
wider and wider ranges of substitutes, and, ulti- 
mately to cut off all trade. 


c. Changes in the internal commodity 
production 


A third possibility for the Soviet Union is to let 
the level of trade shrink down to a new balance 
excluding all the commodities embargoed or ex- 
pected to become embargoed by the United States, 
and all the goods that were exported as payment 
for these commodities. This will release some pro- 
duction capacity inside the country, which, to- 
gether with some internally redirected resources, 
can be used to produce the embargoed goods in- 
side the country. On our assumption this will be 
more costly than before. Some of the gains by 
trade have to be foregone. 

Two important elements in this kind of deci- 
sion are how long it would take to manufacture 
such a commodity inside the country, compared 
to its being illegally imported, if possible, and the 
time the embargo decision is expected to last. 
When it comes to goods of a potentially high mi- 
lita value, it seems probable that the embargo 
will last long, and then the internal production 
will be the most likely solution. 

A natural tendency should also exist in the 
Soviet Union to investigate heavily into the use- 
fulness of the commodities which are deemed im- 
portant enough by the United States to be in- 
cluded in the embargo lists. Thus the very em- 
bargo restrictions may act as an extra spur to the 
internal Soviet production of strategic commodi- 


tics, even helping the Soviet planners to improve 
the decision making process. 


d. Changes in the internal factor supplies 


A special case of the third possibility is open 
when the embargo is imposed on a wide and im- 
portant range of commodities and is expected 
to last for a long time. When this is the case, 
more important reorganizations of the internal 
economy may be motivated, like a change in the 
balance between investment and consumption, or 
like a crash program to create a large cadre of 
technically educated people. As these decisions 
are of such great importance that the existence of 
the embargo can only be one of the motivating 
causes behind them, it is next to impossible direct- 
ly to connect them to the embargo in a causal 
way. Only the likelihood that the embargo was 
a factor affecting the decisions may be shown. 
The borderline between the third and the 
fourth groups is not a clearcut one. It is mainly 
a matter of smaller or greater changes in the inter- 
nal factor allocation. When, e.g., an embargo on 
diamonds by the United States is followed by a 
great increase in the geological explorations for 
diamonds in the Soviet Union, this may be a case 
belonging to cither of the two groups, while an 
increase in the production of synthetic diamonds 
definitely should belong to the former group. 


e. Combinations 


In most cases the four chosen groupings are used 
in combination, and rarely is the Soviet Union 
given only one of the choices to respond. If for 
instance a special machine has been embargoed, 
a prototype copy can be smuggled out of the 
United States, with the help of which the internal 
production of this machine in the Soviet Union 
can be more rapidly achieved. If this production 
takes a long time or is very expensive, it can be 
combined with a change in part of the internal 
production. This possibly can be done immedi- 
ately and at a smaller cost with the help of an 
imported substitute which is not on the embargo 
list. If necessary, a technical school can concen- 
trate on putting out the necessary type of new 
technicians in a short time. 


2. The reaction in the United States 


We may say that the purely economic logic in the 
embargo-imposing country, the United States, 
works against the embargo-decision and to the 
advantage of the importer, the Soviet Union. 
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In the embargoing nation a number of produc- 
tive resources will be released. In the short run it 
is likely that these resources, which are the ones 
used in the production of the now embargoed 
goods, will not be completely converted to other 
uses. There might thus arise a relative excess- 
supply on the embargoed goods in the internal 
economy. At the same time the Soviet Union is 
likely to raise its demand price for the goods in 
question. As the existence of some businessmen 
who look more to profits than to the letter or the 
spirit of the laws must be assumed in all societies, 
this process will induce a number of potential 
smugglers to take action. A number of these en- 
deavours will succeed, and thus the Soviet Union 
is likely to get the embargoed goods in spite of 
the new laws, but at the added cost of a risk- 
premium for the smugglers. 


3. Introducing Western Europe 


Let us now introduce a third part into our world, 
mainly associated with the United States against 
the Soviet Union. If this third part, which can be 
understood as approximately Western Europe, 
produces a number of the goods which have been 
embargoed by the United States, it is necessary 
that the same embargo is imposed also in the 
West European part of the world for the em- 
bargo-decision to have the desired effects. In 
other words, to be effective the embargo must be 
placed on the total external supply which is po- 
tentially available to the Soviet Union. 

To the extent that differences exist between the 
United States and the West European embargo 
lists, the Soviet Union may exploit these differ- 
ences. To the extent that these differences con- 
cern commodities which are only produced in the 
United States, it is possible to add a United States 
embargo also on exports to Western Europe, or to 
get other guarantees that the West European im- 
ports of these goods are not re-exported. 

The addition of the third part of the world also 
has the likely consequence of making it cheaper 
for the Soviet Union to circumvent the embargo. 
On our assumption of an optimal trade and inter- 
nal adaptation in the initial situation, it follows 
that whatever alternative the Soviet Union 
Chooses to circumvent the desired embargo ef- 
fects, some added cost will be involved. This ad- 
ded cost, however, is likely to be smaller when 
two or more separate nations are involved on the 
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embargoing side, because what might be called 
the elasticity of supply of the embargo goods will 
be increased due to the competitive process in 
the West. 

In the case of smuggling, both the number of 
persons who will be attracted by the profits to be 
gained and the number of devices to be used for 
illegal exports will be increased. As the Soviet im- 
port organizations can be assumed to use the 
cheapest exporter and the cheapest smuggling de- 
vice there is likely to arise some downward price 
pressure by the addition of West European smug- 
glers. 

Likewise, the number of available substitutes to 
be imported by the Soviet Union instead of the 
embargoed goods is increased and the prices prob- 
ably decreased. 

This decrease in the added cost to the Soviet 
Union from the embargoes will come about even 
if it is assumed that the embargo lists are iden- 
tical in the United States and Western Europe. 
When this is not the case—as it in reality often 
has not been—the Soviet Union is given the added 
benefit of being able to induce production for 
export in Western Europe of those goods which 
are included in the American but not in the Euro- 
pean embargo lists. 

Obviously it is to the Soviet benefit to try to 
create as much disunity between the United 
States and Western Europe as it possibly can, on 
the issue of the embargo policy. 

The discussion has been carried on as if West- 
ern Europe were one single nation. The conclu- 
sions reached are à fortiori true when the fact is 
taken into consideration that Western Europe in 
reality is divided into a number of highly indus- 
trialized nations, and that the same reasoning that 
has here been applied to Western Europe can 
be used to include all non-European and non-com- 
munist nations, especially the neutral countries 
and the highly industrialized members of the Brit- 
ish Commonwealth. 


4. Introducing East Central Europe 


Let us finally introduce a fourth part in our 
world, understood approximately as East Central 
Europe, and mainly associated with the Soviet 
Union. This association is strong enough to 
achieve any re-export of Western imports from 
East Central Europe to the Soviet Union, desired 
by the latter, which thus necessitates that the 
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Western embargoes are placed also on exports to 
this East Central European area. 

It is likely that this addition of a fourth region 
will increase the opportunities for smuggling from 
the West, and thus in some ways decrease the 
efficiency of the policy. 

For East Central Europe the effects of the em- 
bargo are of the same type as those discussed for 
the Soviet Union, as the possible responses fall 
into the same categories. 

From the purely economic point of view, the 
natural tendency for the Soviet Union and East 
Central Europe, being jointly exposed to the West- 
ern embargo, would be to increase their economic 
cooperation so as to use the available internal re- 
sources to circumvent the embargo in a maximum 
way. This cooperation can be achieved volun- 
tarily or by pressure from the one side, if this side 
is decidedly more powerful. 

Such cooperation will imply a greater mutual 
dependence of the two Eastern parts of the world 
in the economic field, and as this is connected 
to the political field, also in reality, less political 
sovereignity. This is especially true of the weaker 
part of the Eastern union, but it would be true 
also of the stronger part, which in formulating 
its foreign policy, to some extent must take the 
mutual interdependence of the two parts into con- 
sideration. 

Such a cooperation will, however, also weaken 
the economic damage of the embargo to the in- 
ternal economies of the Eastern parts, as the joint 
economic efforts are likely to imply both an in- 
creased internal availability of those goods which 
have been embargoed by the Westerners and a 
greater possibility for internal reallocation of the 
factors of production. 


5. Factors deciding the response and 
the cost to the East of the embargo 


Above we have discussed the different responses 
which are open for the Eastern bloc as answers 
to the Western bloc's embargo. Generally we have 
found that all these responses carry with them an 
added cost to the East. Now we would like to 
know something about which of these responses 
the East is likely to choose. We will assume that 
where no political elements enter the picture—as 
they are doing in the intra-Eastern cooperation, 
for instance—the East wil choose the response 
that minimizes the costs to it. We can conven- 


iently divide the factors influencing the cost esti- 
mations in the trade picture into three groups, 
into which all other factors can be subsumed. 
These three groups are the time element, the elas- 
ticity of Eastern demand for imports and the elas- 
ticity of Western supply of embargoed exports. 
Together they will decide if a certain commodity 
will be imported or domestically produced. 

In this context we should make a distinction 
between necessary and precautionary response to 
the embargo policy. The necessary response is 
that which is taken due to the actual introduc- 
tion of a commodity on the embargo lists. The 
precautionary response is that which is taken due 
to fears or anticipations that a commodity may 
in the foreseeable future be included in the em- 
bargo list and then cause a necessary response. 
The necessary response is by definition an effect 
of the embargo policy, and can in actual cases be 
identified as such. The precautionary response, 
on the other hand, is an effect of psychological 
factors, whose motives easily become so mixed 
up as to be hardly separable. This is of great 
practical importance for the explanation of the 
small volume of post-war East-West trade, as pre- 
cautionary actions in response to anticipated 
Western embargo actions rarely can be separated 
from autarkic planning decisions based on a phi- 
losophy of self-sufficiency. Both factors are surely 
part of the explanation for the trade level, but it 
is impossible to state their relative importance. 
The Western authors generaly rely on the 
autarky, while the Eastern authors refer to the 
Western embargo. The truth is that the two fac- 
tors have interacted in an unmeasurable way. 


a. The time element 


The time element enters into the embargo picture 
in two distinct ways. On the one hand the actual 
transition from import supply to domestic pro- 
duction is not—as in many economic models— 
a timeless action, but often requires a consider- 
able amount of time. On the other hand the mili- 
tary considerations may require that no, or a mini- 
mum, time gap exists between "our" having 
and "their" having of a range of commodities 
which are essential in the so-called balance of ter- 
ror. 

In the first case, during the transition from 
foreign to domestic supply, smuggling or a some- 
what inferior substitute may play a large role. It 
should be noted that smuggling has shown itself 


to be easiest and probably cheapest in the very 
beginning of the embargo policy, but that the en- 
forcement policy grew more and more efficient 
with the experience gained. As the transition to 
domestic supply is likely to have been the more 
expensive the more rapidly it had to be under- 
taken, this initial cheapness and availability of 
smuggling may have helped the communist na- 
tions considerably. The same may be true for the 
availability of substitutes, as the initial embargo 
list was comparatively short, while later more and 
more commodities were drawn into the picture. 

The second, military consideration of the time 
element may not have been very important out- 
side of the sector of the "latest available tech- 
nique". The militarily important technique, how- 
ever, is not very likely to be traded as an ordi- 
nary commercial good. Sometimes spin-offs with 
industrial applications may give important infor- 
mation also to military research, but mostly this 
technique is kept inside the military establish- 
ments and adjoining industries. In getting hold of 
this information the Soviet Union probably had 
to rely mostly on a close observation of the scien- 
tific literature and on outright spying. The neces- 
Sity to keep up in the armaments race may also 
have heavily influenced the Soviet policy in the 
field of technical education. 


b. The elasticity of import demand 
for embargoed goods 


Behind this concept we can subsume all the in- 
ternal factors in the Eastern bloc affecting the 
embargo policy, such as the difficulties of the 
transition from import to domestic supply, the 
availability of internal substitutes, of internal re- 
serves of unused factors of production, and unex- 
plored possibilities for productive cooperation be- 
tween the different bloc members, etc. 

It is obvious that this elasticity is different for 
different goods. For goods which are in very ur- 
gent internal demand, and where the internal sub- 
stitution possibilities are small or temporarily 
non-existent, as for instance with natural rubber, 
the relevant part of the demand curve will be 
very steep. The same is true for single copies of 
advanced machinery which will be used as pro- 
totypes in a completely new line of internal pro- 
duction, which may be paid ten times their market 
value in the West without anyway having a very 
important total cost. 


For commodities where internal goods and 
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close substitutes exist in sufficient amount the 
demand curve for import of an embargoed good 
will be much flatter. 

This curve concept is a static concept where 
each curve gives the elasticity in a certain period 
of time. As time goes on the curves will change 
their form, getting steeper if the internal short- 
age creates increasingly important bottleneck si- 
tuations, or flatter if the domestic production is 
successfully developed. 


c. Elasticity of export supply for 
embargoed goods 


Behind this concept we subsume factors such as 
the availability of smuggling opportunities, the 
stringence or laxity of the embargo, the stringence 
or laxity of the enforcement activities, the avail- 
ability of potential spies, and the openness of the 
scientific-technical debate. For each commodity 
or commodity group these factors may be differ- 
ent or of differing importance. For a huge steel 
stamping machine, for instance, smuggling oppor- 
tunities play a minor role, while the possibility 
of getting an exception to the embargo for one 
exporter country will imply a considerable shift 
in the curve. For small measuring instruments, on 
the other hand, smuggling is obviously an impor- 
tant possibility, so important that it may not be 
worth the trouble to try to get an exception from 
Cocom. 

As with the demand curve the supply curve 
concept is static, and to gain an understanding of 
reality it is necessary to think in terms of a se- 
quence of curves or of shifts in the curves over 
time. If the internal communist production and 
adaptation to the embargo decision is likely to 
give this movement in the demand curve a flat- 
tening direction, the shifts in the supply curve 
are rather likely to increase its steepness, possibly 
also moving it to the left, as experience is gained 
in controlling the efficiency of the embargo and 
international contro] measures are increased. 

The intersection of these two curves will give 
the price of a certain commodity in East-West 
trade under embargo, and will at any moment 
give the point of comparison with the costs of 
internal production. The expected dynamic move- 
ments in the curves, combined with the timing 
considerations of the Soviet planners, will decide 
the long-run policy which the communist nations 
will adopt as an answer to the embargo policy. 

Much playing around with these curves could 
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be made, but as conditions differ from commodity 
to commodity, not much insight into reality would 
be gained thereby. The two curves only give a 
method of analysing any particular case, where 
the details may be known, and a general under- 
standing of the factors which have influenced 
Sovict behaviour in response to the embargo pol- 
icy. The complexity of the factors discussed in- 
dicates that at the present state of our knowledge 
it would be futile to try to analyse the detailed 
effects of the embargo in different commodity 
groups and all the interconnected repercussions 
in the total Soviet economy. 


VI. COUNTERACTING THE EMBARGO— 
SOME FIGURES 


Let us now compare the elements of this model 
with the facts of the embargo policy as presented 
in other chapters of the book, in order to arrive 
at some quantifications. 

The logic of the model cannot be kept. Reality 
is more complicated. What may be practicable is 
to give some "guesstimates" of the following five 
elements; smuggling, import of substitutes, inter- 
nal reallocations, Soviet use of East Central 
Europe, and Soviet use of Finland and Austria. 
As circumstances have changed with time the dis- 
cussion of the elements will be divided into three 
periods, 1948-1951, 1951-1953/54 and after 
1954. The discussion will, by obvious necessity, 
be of a highly speculative nature. 


1. Smuggling 


There are reasons to believe that the amount of 
smuggling of embargoed goods has been consider- 
able. The existence of extensive black and grey 
lists of smugglers, the many punitive actions 
taken, the many American complaints of the lax 
West European controls, and the many smuggling 
stories told both in official American reports and 
among businessmen in Europe, all point to this 
conclusion. However, we do not have any reliable 
figures of the sums of all the goods smuggled. We 
have occasional figures, such as 100 million dol- 
lars per year around 1950 from Western Ger- 
many alone,?° but they are generally of poor qual- 
ity and restricted coverage. Thus we can only 
make an "informed guess". From the available 
evidence it is my estimate that it would be sur- 


prising if the smuggle of less than 25 million dol- 
lars’ worth per year in embargoed goods had taken 
place during the period up to the middle of the 
1950's. Another estimate might well be 50 million 
dollars or possibly several times this amount. 
However, just as we tried to get a maximum fig- 
ure for the direct effects of the embargo on the 
Soviet economy, in this section we want to have 
a minimum figure, so that the results obtained 
do not underestimate the maximum potential ef- 
fects of the embargo policy. Thus the conserva- 
tive estimate of a smuggle range of 25 to 50 mil- 
lion dollars will be retained. 


2. Import of substitutes 


While smuggled goods have disappeared out of 
statistics in one way or another, the import of 
substitutes for embargo goods are retained in 
them. Thus they do not affect the comparison 
below with non-realized trade. Neither do we have 
any estimates, whatsoever, of the magnitude of 
this element. It is, however, important to keep 
in mind that especially during the first years of 
the embargo policy, this factor may have played 
an important role in counteracting the effects of 
the embargo. The magnitude may well be the 
same as that for smuggled goods, 25-50 million 
dollars per year. 


3. Internal reallocations in the Soviet Union 


We know that the Soviet allocation of resources 
after the Second World War has given a very 
high priority to the military and the investment 
sectors. Exactly how high we do not know, but 
all Western estimates indicate that these sectors 
and especially the military one, have got a much 
greater share of the total economy than in the 
United States or in Western Europe. This alloca- 
tive pattern can in no way be attributed to the 
embargo policy. It would be ridiculous to claim 
that the small stream of unrealized imports would 
justify an internal reallocation of resources which 
must be many times as large as the value of the 
non-realized import due to the embargo. How- 
ever, to counteract the effects of the trade dev- 
elopment, Stalin may have been given both an 
added impetus for reallocations and an increased 
possiblity to press down consumption, since to the 
public the measure could be blamed on the em- 


bargo actions of the surrounding hostile capitalist 
nations. If this marginal reallocation corre- 
sponded to one single dollar per year and person 
in the Soviet Union, the sum should, as the po- 
pulation, have grown from 179 million dollars in 
1950 to 212 in 1960. If it was two dollars, this 
marginal reallocation away from the consumption 
sector over to the embargo-hit sectors would cor- 
respond to 358 to 424 million dollars over the 
same period, or, in 1950, roughly the same value 
as the non-realized trade volume. 


4. Soviet use of East Central Europe 


In 1954 the well-known American expert, Leon 
Herman, published some estimates of the develop- 
ment of internal trade in the Soviet bloc for 1947 
to 1951.1! Other estimates, generally more partial 
and rarely in dollars, have been published for this 
period. The estimates of Mr. Herman are, how- 
ever, of great interest as he, at this time, was 
connected to the Bureau of Foreign Commerce of 
the U.S. Department of Commerce. They were 
thus likely to have considerable influence on 
those in the American government who tried to 
judge the efficiency of the embargo policy. 

We know that during these years, 1947-1951, 
the share of intra-bloc trade in the East rose con- 
siderably, from somewhere around 40 à 45 per 
cent up to 80 per cent of total Soviet trade. This 
has often been used in the West as evidence of 
the Stalinist decision to enforce autarky on the 
bloc. This development is, however, the result of 
the combined increase in Soviet trade with the 
East Central European nations, and a decrease in 
the trade with the West. As we have tried to 
show, there are good reasons to believe that, at 
least, the last element is much caused by the em- 
bargo policy. Thus these figures may not prove 
the point which they have often been used to 
prove. 

The conclusion is also warranted that the in- 
crease in intra-bloc trade was partly caused by the 
embargo policy. At the founding of Comecon in 
1949 the Western discriminatory trade policy was 
explicitly given as one of the main reasons for the 
creation of the new organisation." The rapid de- 
velopment of intra-bloc trade is also likely to have 
been structured so as to counteract the effects of 
the embargo policy on the Soviet military and 
heavy economic sectors. Most authors agree, and 
today not only in the West, that the Soviet Union 
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Table 15-5. Soviet trade with East Central Europe, 1947-51 


(in million dollars) 


1947 1948 1949 1950 1951 

Albania, total 13.0 16.0 20.0 22.0 24.0 
Exports 6.5 8.0 10.0 11.0 12.0 
Imports 6.5 8.0 10.0 11.0 12.0 
Bulgaria, total 90.3 116.7 140.0 170.0 153.3 
Exports 45.6 59.2 89.0 85.0 86.4 
Imports 44.7 57.4 51.0 85.0 66.9 
Czechoslovakia, total 66.8 237.9 380.0 275.0 470.0 
Exports 38.9 117.8 182.6 132.4 247.5 
Imports 27.9 120.1 197.5 142.5 222.5 
Hungary, total 27.9 52.8 106.0 130.0 228.4 
Exports 14.5 24.6 50.8 58.7 111.2 
Imports 13.4 28.2 55.2 71.2 117.1 
Poland, total 150.1 228.7 280.4 338.4 425.0 
Exports 79.5 117.9 140.2 179.1 235.0 
Imports 70.5 110.7 140.2 159.2 190.0 
Rumania, total 49.8 72.8 180.0 2340 242.2 
Exports 29.9 29.5 90.0 117.0 122.5 
Imports 19.9 43.3 90.0 117.0 119.7 
Eastern Germany, total 21.0 92.5 209.6 326.8 426.0 
Exports 11.0 38.0 104.8 162.4 250.0 
Imports 16.0 54.5 104.8 164.4 176.0 
European Bioc, total 424.9 817.4 1,316.0 1,496.2 1,968.9 
Exports 225.9 395.0 667.4 745.6 1,064.6 
Imports 198.9 422.2 648.7 750.5 904.2 


Source: Herman, op. cit., p. 439. 


held the so-called satellites in an iron grip during 
these last years of Stalin, and that economically 
they were exposed to heavy Soviet pressure. It is 
futile to try to establish any closer or more detail- 
ed causal relations between the increase in intra- 
bloc trade and the embargo policy. Let us be satis- 
fied with a look at the trade development in table 
15-5, as computed by Herman. 

With all the reservations that can be made 
against this computation, and which are duly 
made by Herman, this American expert calcula- 
tion indicates that during these five crucial years 
for the embargo policy, Soviet trade with East 
Central Europe more than quadrupled. The in- 
crease in Soviet imports from the European part 
of the bloc during 1948 to 1951 was, according to 
these figures, 223, 227, 102 and 154 million dol- 
lars respectively, and the corresponding export in- 
crease 169, 272, 78 and 319 million dollars. 

The specially rapid increase in the Soviet-East 
German trade should be noticed. Several East 
European economists and politicians have stressed 
in interviews that the Soviet policy towards the 
East German economy was clearly influenced by 
the embargo policy, as Eastern Germany had an 
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economic potential which could supply much of 
the embargoed goods, if developed. There are also 
clear signs that the Soviet Union changed its econ- 
omic policy towards Eastern Germany in 1949- 
1950, especially by reducing the reparation obli- 
gations.13 During 1950 to 1953 further Soviet en- 
couragements were given to Eastern Germany for 
production increases in the heavy economic sec- 
tors. The development of the commodity struc- 
ture also indicates that the Soviet import from 
Eastern Germany increased rapidly in the em- 
bargo sectors. While in 1950, 28.2 per cent of 
the East German export to the Soviet Union con- 
sisted of machinery and equipment, and 61.7 of 
raw materials and fuel, this pattern was reversed 
in 1953, to 67.7 per cent of machinery and equip- 
ment and 26.8 of raw materials and fuel.!* 

It is also likely that the East German economy 
performed a service to the Soviet Union in those 
goods which were embargoed by the West, as a 
transit country. "A great part of the deliveries 
from the West—estimations rise to 40 per cent of 
all goods—go directly or indirectly to the Soviet 
Union or to its satellites," said a West German 
source in 1950 about Eastern Germany.15 


5, Soviet use of Finland and Austria 


Just as the increase in Soviet trade with East 
Central Europe was used to substitute for some 
trade in embargoed goods with the West, so it is 
likely that also the increase in trade with Finland 
and Austria has been, We know this to be the 
case in at least two important cases, that of ships 
from Finland and of oil from Austria. 

There exist two quantitative bits of information 
of interest in this context. For Austria, we have 
one estimation from 1954, that Eastern Europe 
extracted a statistically not reported net stream 
of commodities for a value of some 80 million 
dollars.16 This stream may have been of about 
the same magnitude during the earlier years of 
the 1950's. For Finland we know that the actual 
trade development during 1951 to 1955 surpassed 
the expected trade development by 10, 55, 76, 
69, and 57 million dollars respectively.17 Let us 
assume that both of these trade streams were 
largely motivated by a desire to counteract the 
embargo policy. Jn the Finnish case, actually 
greater amounts than this unforeseen trade in- 
crease may have been used for this purpose. 


6. A quantitative summary 


In table 15-6 we have drawn together the quanti- 
tative information given above. As was stressed 
initially, these figures, as well as their relevance 
for judging the counteraction effects of the em- 
bargo policy, are of a highly speculative nature. 
But they are the only figures available. 

From the table we can see that the value of 
the non-realized trade during the early 1950's 
grossly corresponds to the value of the counterac- 
tions as here listed. 

These counteracting streams should also be re- 
lated to a time pattern. Reallocation of resources, 
whether inside the Soviet Union, in East Central 
Europe, or in Finland and Austria, must have 
required a certain time to become effective, per- 
haps a couple of years. Thus these three sub- 
stitution elements were difficult to use for the 
Soviet Union during the first years of the em- 
bargo policy, while, however, the first two ele- 
ments, smuggling and importation of substitutes, 
were comparatively easy to get. 

Between 1951 and 1953/54 this position of 
the elements shifted place. Both the efficiency of 
the embargo controls are likely to have grown, 


Table 15-6. Possible Soviet counteractions of 
embargo effects 
(In million doltars) 


Year a b € d e f 

1948 223 

1949 227 

1950 379 102 

1951 535 154 10 

1952 404 55 

1953 415 80 76 

1954 354 25 200 69 

1955 402 to to 57 
50 400 

1956 329 

1957 194 

1958 140 

1959 74 

1960 


(a) Non-realized import due to the embargo, see table 15-1. 
(6) Amount of smuggling. 
(c) Internal reallocation of resources in the Soviet Union, 
1 to 2 dollars per person and year. 
(d) Increase of Soviet import from East Central Europe. 
(e) Extracted from Austria. 
(f) Unforeseen increase of import from Finland. 


and the import of substitutes made more difficult 
as the embargo lists were extended. At this time, 
however, the reallocation process inside the East 
European areas and the tied nations may have 
been completed. 

This reversal should be observed, as it implies 
that the effects of the embargo policy were se- 
verely decreased. In the first years, when the in- 
flexibilities of the Soviet economic production 
structure could have made a truly efficient em- 
bargo harmful, the short embargo lists and the 
many loop-holes in their implementation permit- 
ted an adaptation with the help of external sour- 
ces. When these sources gradually disappeared, 
say, at the earliest, around 1951, the reallocation 
of internal resources may have been almost com- 
pleted. Much East European information also in- 
dicates that the early internal reallocations not 
only were based on the actually existing embargo 
lists, but also on the expectation that the embargo 
lists could be considerably increased. This pre- 
cautionary response should have decreased much 
of the effects of the later list extensions of 1951 
to 1953. 

After 1953, when the policy gradually became 
less important, the possibilities to smuggle should 
have decreased; the import of embargo substitutes 
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should have increased; the internal reallocation 
technique should have been mastered; and the 
Soviet use of East Central Europe and the “tied” 
nations should have become more difficult. 


VII. CONCLUSIONS 


One utterly crude calculation, using assumptions 
which should grossly exaggerate the results, has 
indicated that the embargo policy may have re- 
tarded the growth of the Soviet GNP during the 
1950’s by as much as one year, had no Soviet 
counteractions been undertaken. A slightly less 
unrefined calculation for the two most important 
embargo sectors of the Soviet economy, the mi- 
litary and the investment sectors, have indicated 
a similar retardation of some four months, still 
without any Soviet counteractions. 

Having tried to put some quantitative esti- 
mates to a model of possible Soviet counteractions 
against these embargo effects, we found that the 
value of these counteractions may, on not too far- 
fetched assumptions, roughly correspond to the 
value of the non-realized trade which disappeared 
in the 1950's, possibly because of the embargo 
policy. If it is assumed that these counteracting 
measures only had half of the growth efficiency 
of the non-realized trade, the effects on the 
growth of GNP or on the military and invest- 
ment sectors should be cut to half. This would 
give a maximum retardation of the GNP by six 
months and of the military and investment sec- 
tors by two months, according to our "numerical 
exercises". 

This result should, furthermore, take into con- 
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sideration two added factors. First the decrease 
in East-West trade also had growth retarding ef- 
fects in Western Europe. How much, we do not 
know, but potentially they may have been of the 
same absolute amount as those in the East. Sec- 
ondly, if it has been true, as many in both the 
East and the West have stated, that the embargo 
lists actually have helped the Soviet Union to plan 
for the production of those items which have been 
allegedly strategic, these effects may easily have 
wiped out even the retardation of two to six 
months in the Soviet economy. The embargo pol- 
icy may, as minimum effects, actually have in- 
creased the growth of the relevant sectors, while 
a few months’ retardation of the growth of the 
general economy, concentrated on the consump- 
tion sector, is likely to remain, whichever assump- 
tions are used. 

It should finally be noted that these meagre 
results of the embargo policy, if our computa- 
tions are granted any relevance, correspond well 
to the results reached in abstract economic anal- 
ysis of the costs of autarky, self-enforced or im- 
posed by the external world. The conclusion of 
a study by Harry G. Johnson is worth quoting in 
this context: 


“One such proposition is that both the total 
gains from international trade and the cost of 
protection are likely to be relatively small in the 
large advanced industrial countries, owing to their 
relatively flexible economic structures, probably 
high elasticities of substitution among the goods 
on which this consumption is concentrated, and 
relatively low natural dependence on trade ..."!8 


Part V. China and Cuba—Two Outlines 


Chapter Sixteen. The Embargo on China 


This chapter is intended only to present some of 
the basic facts about the Western, and partic- 
ularly the United States embargo policy against 
China. The subject could provide material for an- 
other book. What is given here is thus only an 
outline of the content of such a book, with sugges- 
tions about a few of the main hypotheses which 
could be investigated. 

The China embargo warrants special treatment 
for a number of reasons. 

The defeat of the nationalists and the establish- 
ment of a communist government in China in 
1949 was considered to be a great loss both of 
power and of prestige to the United States. The 
American feelings were particularly strong con- 
cerning China,! as the U.S. had made much effort 
"to strengthen Chiang Kai-shek's hand in the uni- 
fication process by American aid ...",? and these 
feelings have been kept continuously strong all 
through the following period by the unsolved 
problem of Taiwan. 

The Korean War was a shooting war of a kind 
that did not affect the embargo policy in Europe. 
The emotional trading with the enemy spirit could 
be—and was—whipped up in the United States. 

As has been described, the embargo regulations 
against China have been different from those 
against Eastern Europe. In Western Europe they 
were different up to 1957; in the United States 
and Australia they are still different, and, in addi- 
tion, even the United Nations once adopted an 
embargo resolution against China. 

The development of China's trade with the 
West is shown in figure 16—1. To what extent the 
communist victory in 1949, the development of 
Sino-Soviet relations, internal economic policy or 
the embargo policy are responsible for the devel- 
opment is exceedingly hard to know. 

Furthermore, a serious study of the embargo 
on China would require a special study of the 
trading relations between Japan and China and 
the U.S. interference in this trade. This problem 
can only be indicated. 


1. THE REGULATIONS UP TO 1957 


1. American regulations 


In the later literature about the embargo policy 
it is almost generally stated, even by specialists 
such as Eckstein, Remer, and Barnett, that the 
embargo against China was created in response to 
the Korean War.3 This is false. The American 
trade embargo against China started even before 
the final victory of the communists in the civil 
war, and was one of the means by which the 
United States supported the nationalist forces. Ac- 
cording to official American reports only "small 
shipments required to meet minimum civilian 
needs of the Chinese people" were permitted to 
reach the areas controlled by the communists as 
early as “early in 1949".* Already in March 
1949, Le Monde reported that such an embargo 
action was "probable" by the U.S. authorities.5 

On October 1, 1949, the Peoples Republic of 
China was proclaimed. Late in the same month 
the American lists of embargoed goods were ex- 
tended, and in March 1950 export to the Far 
Eastern areas was controlled "in the same man- 
ner as those to Europe".8 

The outbreak of the Korean War on June 25, 
1950 was followed by an embargo on all ship- 
ments to North Korea on June 28. From June 30 
no new licences were issued for shipments to 
China of controlled commodities, and on July 20 
all outstanding licences for China were revoked." 
A number of minor regulations followed until 
December 3, 1950 when the United States adopt- 
ed a complete embargo on all exports to China, 
Hong Kong and Macao. 

In late 1950 a number of changes were also 
made in the regulations of exports to Western 
Europe in order to prevent transshipments to 
China and North Korea.” In order to stop ship- 
ments to the Far East through Eastern Europe, 
licences were made mandatory for all exports to 
Eastern Europe in early 1951, even of goods that 
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Fig. 16-1. "Free world" exports to, and imports from, 
China 1950-1963. 


Source: Yuan-Li Wu: The Economy of Communist 
China. Praeger 1965, p. 178. 


were not included in the Positive List!9 On 
March 1, 1951 the controls over exports of tech- 
nical data to so-called Soviet destinations were 
also imposed.!! 

The different American laws leading up to the 
Battle Act were applicable also to China after the 
communists took over. 

The set of laws and regulations thus enacted 
from 1949 to 1951 against trade with China insti- 
tuted virtually a complete embargo on both ex- 
ports and imports. This embargo has been in 
force ever since. The U.S. Administration does 
not seem to contemplate any changes at the time 
of writing of this chapter, in late 1967.1? 


2. European regulations 


In early 1950 the United States discussed the 
trade policy against China with "friendly na- 
tions", especially the Cocom group. As a result of 
these negotiations and the outbreak of the Korean 
War the Cocom nations in July 1950 decided 
to apply the same regulations to China as they 
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had for the European communist nations. This 
situation prevailed til! the middle of 1952 when 
the United States pressed! for more far-reaching 
controls against China, following the Chinese in- 
tervention in the Korean War. As a result a spe- 
cial coordinating committee for China, the China 
Committee, or simply Chincom, was set Up in 
September 1952.!5 Chincom has been reported to 
consist of almost the same delegates as Cocom, 
and the only differences between the two bodies 
were the specialists used by the delegates and the 
fact that one committee concentrated on China 
and the other on Eastern Europe. 

A special control list with a wider coverage 
than the Cocom lists was set up by Chincom. 
The differences in coverage between the two des- 
tinations came to be called the "China Differen- 
tial", Before the abolition of this differential in 
1957 the Chincom list included some 200 items 
more than the Cocom lists.!4 

One obvious effect of the China differential 
was that China could import the goods inside it 
through Eastern Europe. This may have made it 
more costly for China, but it would not prevent 
them from getting the goods. Thus the West 
European governments considered this differen- 
tial to be more of a pin-pricking nuisance than a 
policy, and were from the very beginning rcluc- 
tant to agree to it. 

The China differential was much enlarged 
through the 1954 revision of the general embargo 
policy, as the United States refused to include 
China in the revision." With some minor changes 
this large differential continued to exist until May 
1957 when it was unilaterally revoked by the 
United Kingdom and a few days later by all the 
other Cocom countries, too.!? Only the United 
States continued its own complete embargo. 

From May 1957 the European Cocom nations 
and most other countries which tacitly followed 
the Cocom policy have been applying the same 
export licensing requirements to China as to the 
East European nations. This policy has been used 
also for Cuba and North Vietnam. It has been 
reported that the United States time and again has 
tried to get more stringent regulations, especially 
against North Vietnam, but that the West Eu- 
ropeans have firmly adhered to its principle of a 
uniform list for the whole communist world.!9 
Australia, and probably Japan, have stayed some- 
where in between the U.S. and the West European 
positions, with broader embargo lists than Cocom, 


but with much trade in some commodity groups 
which are included in the total U.S. embargo.194 


3. United Nations China embargo resolution 


The U.N. China embargo resolution has been 
mentioned in chapter 3. There it was noted that 
the resolution had its main importance as a valu- 
able psychological approval of the American and 
Cocom policies. Its legal value was smaller as it 
did not prescribe any mandatory actions by the 
members. The United States, however, seems to 
have attached great importance to it. 

On May 7, 1951 the United States Senate 
adopted a resolution calling upon the U.N. Gen- 
eral Assembly to take action with respect to plac- 
ing an arms and strategic materials embargo on 
Red China.?? The same day the United States 
also presented a proposal for a resolution to the 
U.N. Additional Measures Committee of the Gen- 
eral Assembly. On May 15 the U.S. House of 
Representatives also adopted the earlier Senate 
resolution, and on May 18, the U.N. General 
Assembly voted through the resolution.?! 

The dominating theme in the General Assem- 
bly debate was that the not very far-reaching 
measures proposed were already taken by most 
member states in a position to export strategic 
goods. “Consequently the value of the embargo 
was thought to lie less in new measures than in 
tightening and integrating those already in effect,” 
said one close observer.?? 

The resolution was adopted by 47 votes to O, 
with eight countries of the 55 participating in the 
debate abstaining. The members of the Soviet 
bloc refused to vote as they considered the whole 
U.N. intervention in Korea illegal. The abstain- 
ing countries were Afghanistan, Burma, Egypt, 
India, Indonesia, Pakistan, Sweden and Syria, 
thus including all the major neighbouring coun- 
tries of China. Their motivation for abstaining 
was expressed by the Indian delegate who said 
that any kind of embargo would only help to 
further jeopardize, however little, the chances for 
a possible solution to the Korean War. 

Seen in retrospect the real importance of this 
U.N. resolution probably was to give an air of 
international approbation to the far-reaching stra- 
tegic embargo policy of the United States. This 
may have been important both for internal U.S. 
reasons, and especially in the international nego- 


tiations about coordination of strategic controls 
and the definitions of a "strategic" commodity. 
From this point of view the United States suc- 
ceeded in getting three important points into the 
U.N. resolution. 

First, as to the definition of strategic goods, 
the resolution, in its adopted form, kept the vague 
concept of "items useful in the production of 
arms, ammunition and implements of war". This 
phrase can, of course, be stretched to include 
almost everything. 

Secondly, this vague definition must be read 
together with the clarifying comments of the Ad- 
ditional Measures Committee, which must be 
given weight as legislative background for the 
U.N. resolution. In these comments two things 
of importance were stated. It was understood that 
each state should "avoid any such expansion of 
its trade with China and North Korea in items 
embargoed by other States as would nullify or 
impair the effect of the controls applied by the 
latter to those items".?3 If this provision was to 
be adhered to, it implied that the most severe de- 
finition of "strategic" goods, adopted by any 
member state, that is, in this case, the USA, 
would be normative for the controls of the other 
members. Thus, it is hardly surprising that this 
provision could not be included in the text of the 
final resolution. 

Thirdly, the adopted resolution recommends 
member states to "co-operate with other states 
in carrying out the purposes of this embargo". 
In the comments of the Additional Measures 
Committee this is clarified by especially pointing 
out that cooperation should take place to prevent 
circumvention of controls by transshipment and 
reexport. "The primary responsibility for guard- 
ing against such circumvention must lie with the 
states in which the goods originated and this re- 
sponsibility could best be discharged by obtaining 
assurances about end-use prior to shipment. Other 
states would be expected to give every assistance 
to the country of origin in obtaining and checking 
such assurances." It is obvious that this provision 
in part met the demand of the U.S. in its ex- 
pressed desire to obtain cooperation in trans- 
shipment controls, especially from Western 
Europe. Equally obvious is the fact that the end- 
use assurances can also be applied by the U.S. 
in their restriction on the communist countries in 
general, and thus not only to China and North 
Korea. 
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Thus it can be concluded that the United Na- 
tions resolution on an embargo against China and 
North Korea gave the United States another ar- 
gument in their negotiations with other countries, 
especially with the industrially developed nations 
of Western Europe, on strategic export controls. 
Moreover the U.N. resolution could also be used 
directly to affect public opinion in the countries 
concerned, and thus gave to other governments 
a means of justifying embargo actions to their 
voters. 

The U.N. resolution also asked the member 
states to report within 30 days those actions which 
had been taken in response to it. Such reports 
were given by a number of nations.*4 Those from 
the West European nations do not reveal much 
about the actual regulations. In spite of the men- 
tion of some cooperation with other member na- 
tions, as demanded by the resolution, there is no 
indication whatsoever of the existence of the then 
highly secret Cocom arrangement. 


II. AMERICAN AIMS 


While the embargo actions against Eastern 
Europe were usually presented as purely strategic 
actions, directed at the military and adjacent sec- 
tors of the economies, it is noteworthy that the 
embargo against China was openly proclaimed to 
have more far-reaching aims. It was designed 
partly to punish an aggressor by inflicting as 
much damage as possible to its economy,?5 and 
partly to affect the internal policy in China. Let 
us illustrate the sentiments with a few quotations: 

a) In late 1950 Senator Malone defended a 
proposal for an amendment to the Economic Co- 
operation Administration Bill by saying that: 

"If we put a complete embargo on Commu- 
nist China, she will come back to the Nationa- 
lists in a very reasonable time ... If we had had 
an embargo on Russia and her satellites—and I 
mean a real embargo, not merely on strategic ma- 
terial—four years ago, there would be no satellite 
nations today."28 

b) The extensive interpretation of the term 
"strategic goods" is revealed in a House Report?* 
stating that 
"... all items of recognized military value are 
embargoed ... Even shipment of such things as 
small plastic combs have been curtailed to prevent 
their being used in China as incentive goods." 
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c) A responsible U.S. official at the time, 
Louise Goodkind, said in an interview later that 
the United States actions against China were in- 
tended to weaken Chinese credit by denying them 
dollars with which one could buy goods in coun- 
tries which did not maintain a total export em- 
bargo.?8 

d) Secretary of State, Dulles testified to the 
Committee on Foreign Relations in 1953: 

"The China situation ... is a different situa- 
tion. There I believe that we ought to do every- 
thing possible to subject China to a maximum of 
economic strain in order to penalize her for her 
aggression, and make her repent of her ways and 
to give up aggression, if that is at all possible, and 
it is the policy of the State Department to try to 
eliminate trade with China, particularly in terms 
of the more important strategic materials to the 
maximum degree that we can."29 

e) Alexander Eckstein summarizes the position 
of the U.S. in the middle of the 1960's by saying 
that "the embargo has only a symbolic meaning. 
It stands as a symbol of our determination to 
isolate China, to treat her as an outlaw, and to 
refuse to have any dealings with her."30 


III. WEST EUROPEAN RESPONSE 
TO AMERICAN PRESSURES 


The West European nations were very reluctant 
to follow the United States in its total embargo 
against China. Neither did they do so. 

The reasons for the West European reluctance 
were several. 

As with Eastern Europe there were trade in- 
terests who simply wanted to make money and 
who were strong enough to influence the govern- 
ments. The British Minister of Defence could in 
the same speech regret the heavy losses of Brit- 
ish troops in Korea and defend the fact that Brit- 
ain had continued to export a number of goods 
to China, including steel and locomotives.31 The 
West Germans wanted to export steel items to 
China in 1950. The Americans succeeded in 
stopping some of the exports, particularly rail, 
but far from all. Much German steel export was 
reported to take place both through Hong Kong 
and through Eastern Europe, and later also di- 
rectly with Peking. The Hamburg Chamber of 
Commerce declared that the trade with China in 


1950 had been “particularly useful" as the Chi- 
nese had paid in dollars, thereby easing the dol- 
lar shortage.®? Britain refused to agree to a com- 
plete oil embargo on China, arguing that what 
they sold was only sufficient for civilian consump- 
tion. However, allegedly due to Chinese payment 
difficulties, the British export was in fact kept 
down.33 

The particular situation of Hong Kong and 
Macao also complicated the picture. Britain had, 
of course, very great interests in Hong Kong, who 
for its survival largely depended on trade with 
China. Hong Kong was also repeatedly being 
pointed out as the main place for smuggling of all 
sorts of materials to China,!! in spite of severe 
formal trade restrictions.?5 In response to the 
American embargo Peking imposed a partial 
counterembargo against Hong Kong. It is natural 
that the British interests there feared a spiral of 
mutual retaliations that could have grave conse- 
quences for the crown colony, even if it was re- 
cognized that the Chinese in the long run would 
have too much use of Hong Kong as an open 
harbour to change its status as British colony. The 
British in Hong Kong also felt that the Ameri- 
can embargo, which was intended to inflict harm 
on the vast Chinese economy, in fact hit the tiny 
Hong Kong much more severely.3! Macao had 
the same status as Hong Kong vis-à-vis China, and 
was affected in the same way.87 

The fact that some of these countries, unlike 
the United States, had diplomatic relations with 
the communist government, also influenced their 
trading policies.38 

There were also economic interests other than 
purely commercial advantage at stake for the 
West Europeans, mainly financial claims due to 
nationalization. 

Many foreign companies had been nationalized 
when the communist government took over in 
1949. A Chinese law proposal in 1950 presented 
Some measures to facilitate investments of foreign 
companies in mines and heavy industries. But it 
also stated that all public enterprises belonging to 
foreign companies, e.g. the French tramway com- 
pany in Shanghai, should be nationalized within 
two years.39 

In short, the Western powers had a number of 
economic assets or financial claims which they 
hoped to safeguard, at least partiy. The sums 
involved were substantial, In May 1952 Eden es- 
timated in a speech that British firms had assets 


in China at a value of between 200 and 250 mil- 
lion pounds.4° These economic interests were a 
good Chinese bargaining instrument against too 
restrictive an embargo policy. They clearly show- 
ed their intentions to use it, too. When the United 
States blocked the Chinese assets under American 
jurisdiction, China immediately retaliated by seiz- 
ing all remaining American property and bank 
deposits in China.!1 

Finally, the West Europeans sometimes ad- 
vanced a purely political argument for continued 
trade with China. It was contended, in some 
quarters, that if the West tried a strong economic 
link with China, it would be possible to turn the 
country against the Soviet Union and into a new 
Yugoslavia.42 


IV. THE RUBBER PROBLEM 


When China was exposed to the Western embargo 
regulations it swiftly changed over to trade with 
the other communist countries. A few commodi- 
ties, however, could not be obtained from this 
source. The most important was rubber.!3 

The most important rubber producers in the 
area, Thailand, the Philippines, Malaya, and In- 
donesia, abstained from trading with China, in 
conformance to the embargo policy. One im- 
portant country, however, was neither a member 
of the United Nations nor an aid-receiver of the 
United States, namely Ceylon. The United States 
tried to prevent Ceylon from selling rubber to 
China, pointing out that the other major rubber 
producers had complied with the U.N. embargo 
regulation, and warning Ceylon that China had 
tried to lure it into a position of heavy depend- 
ence on trade with them. 

In spite of the American pressure,!5 Ceylon in 
late 1952 signed a 5-year agreement with China 
under which the former agreed to supply 50,000 
tons of rubber annually, while the latter promised 
to deliver 270,000 tons of rice per year. The 
guaranteed supply of rice combined with the guar- 
anteed market for the rubber at prices consider- 
ably above the world market price level, con- 
vinced Ceylon that the agreement was in its in- 
terest.19 

When the Chinese-Ceylonese agreement was 
about to elapse, Britain announced in May 1956 
that it would use the Chincom “exceptions pro- 
cedure" more extensively to permit some rubber 
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to be exported to China. In June Malaya and 
Singapore made similar announcements, saying 
that they would export reasonable amounts of 
rubber to China. What was a "reasonable" quan- 
tity was to be decided in consultations with Lon- 
don. Indonesia announced that it did not consider 
itself bound by the U.N. resolution any more and 
Thailand notified the U.N. that it intended to 
Temove the embargo on non-strategic commod- 
ities, but to continue to keep it for rubber and 
tin and a few other strategic goods.*? 

Chinese imports of rubber from the embargo- 
ing nations consequently increased in 1956. The 
British re-export rose from 9,000 tons in 1955 
to 13,000 tons in 1956.48 In 1958 there was a 
fifteen per cent increase in China's trade with the 
Far Eastern nations, particularly Malaya and In- 
donesia. With Ceylon, which now received Ameri- 
can aid, there was some decline after the elapse 
of the trade agreement,*? but the rubber-rice bar- 
ter between the two countries continued to be an 
important factor into the 1960's.5° 


V. THE DEVELOPMENT AFTER 1957 


After 1957 the United States and Western Europe 
have treated China differently, the former retain- 
ing a strict overall embargo, the latter applying 
the liberalizing trend and the 1958 list-revisions 
also to trade with China. 

The Americans considered trade with China as 
a political weapon, maintaining that such trade 
was dangerous for "the Free World" and should, 
be avoided as much as possible. It was argued 
that trade increased the Chinese ability to stir up 
trouble in other underdeveloped nations, and also 
that it could upset domestic and friendly produc- 
ers by uneconomic or disruptive competition.5! It 
has also been maintained that the embargo is a 
part of the overall defence of Asia against Chinese 
aggression. That some of the "defended" nations 
themselves trade with China "only makes it more 
important" for the U.S. to maintain its strict em- 
bargo policy.5* 

The West Europeans did not believe in these 
arguments. Thcy realized that China was starting 
a period of rapid trade expansion which could he 
favourable also for the Western nations. 

This trade expansion was brought about hy 
three factors. The first one was the removal of 
the embargo lists, which opened up the possibili- 
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lies for enlarged trade. The second one was the 
bad weather, which in 1960-62 together with 
domestic policy reasons gave very bad harvests 
and forced China to import a large amount of 
cereals. As the Soviet Union also experienced bad 
harvests this import could only come from the 
West. The third one was the Sino-Soviet dispute 
which encouraged China to change its geo- 
graphical trade pattern back to more traditional 
channels.^3 

Especially England tried at an early stage to 
increase its trade with China. One effect of the 
embargo regulations in the United States was, 
however, that U.S. subsidiaries in England pro- 
ducing commodities in which China had a keen 
interest also employed a complete embargo, there- 
by causing some trouble for the British trade 
drive. This applied to fields like chemical engi- 
neering and the manufacturing of heavy earth- 
moving and mineral-exploring equipment.54 


VI. THE EFFECTS OF THE 
CHINA EMBARGO 


In this book we cannot make a more careful 
study of the effects of the Western embargo pol- 
icy on the Chinese economy.“ Fortunately this is 
not necessary. Alexander Eckstein has devoted 
a considerable amount of attention to the em- 
bargo in his book on Communist China's Eco- 
nomic Growth and Trade. In this section we will 
rely almost exclusively on his treatment of the 
problem. 

Eckstein's overall conclusion is, as could be 
expected, one of great uncertainty: “... to the 
extent that embargoes and controls reduce the 
gains in international trade it is far from clear 
which side incurs greater losses, Communist 
China or its potential trading partners."56 

Eckstein stresses time and again that a total 
embargo enforced by all the outside world would 
undoubtly have grave consequences for the Chin- 
ese economy. But such an embargo has not been 
created. "The Chinese economy. however, did 
not suffer these consequences because (a) no other 
major trading nation followed the U.S. policy of 
tota! embargo and (b) up to 1960 China could 
obtain from other Communist countries virtually 
any commodities which allied trade controls 
denied her."57 

One indication that the embargo did at least not 


Table 16-1. Direction of China’s foreign trade 1952-63 in per cent 


Sr ED 
1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 


ne 


Imports 


Communist countries 794 82.6 82.5 783 722 63.5 60.0 67.6 650 477 405 33.5 
Non-Communist countries 20.6 17.5 174 21.6 27.9 365 39.8 324 334 45.8 51.7 66.5% 
Exports 

Communist countries 667 66.0 72.8 69.1 66.1 66.7 665 71.5 64.7 57.2 534 45.1 
Non-Communist countries 33.3 340 27.2 309 338 333 33.5 28.5 34.7 37.5 405 54.9% 


Source: Eckstein, p. 99. 


prevent a relatively rapid growth of industrial pro- 
duction is given by a comparison with the Soviet 
Union and India. During 1951-59 the average 
annual rate of industrial growth in India can be 
estimated at 5.4 percent. Four estimations for the 
annual growth in the Soviet Union during its two 
first five-year plans, 1928-37, range between 9.9 
and 14.2 percent. China in 1952-59 is estimated 
to have had an annual industrial growth of 20.6 
percent. The estimations for both India and China 
are, however, most difficult to make correctly.58 

However, the embargo and other trade controls 
had some other effects. They contributed to the 
close dependence of China on the Soviet Union 
and East Central Europe in the early 1950’s.5® This 
dependence is clearly illustrated by table 16-1, 
from which it can be seen that the other com- 
munist nations took some 70 percent of China's 
export and delivered some 80 percent of her im- 
ports during the 1952-54 period. Before 1949 
these shares had been very small? The most 
heavy impact of the Western trade controls seems 
to have come in the second half of 1951, when 
China imported for around 130 million dollars 
from the West, compared to 314 million dollars 
during the first half of 1951.61 

Another effect of the embargo should have 
been to raise the import prices of these goods 
which during the period of the China differential, 
China had to take from Western through East- 
ern Europe. One calculation indicates that during 
1955 to 1959 China was exposed to an "over- 
pricing" in her imports from the Soviet Union 
amounting to some 940 million dollars.8? This 
calculation is, however, of the type used by Men- 
dershausen for trying to establish the Soviet "ex- 
ploitation" in East Central Europe®*4 and can be 
exposed to serious doubts, as, indeed, it is both 
by its author and by Eckstein. However, on a 


* 1963, includes trade with Cuba. 


priori grounds it is probable that China incurred 
a loss due to higher import prices as a result of 
the embargo regulations, even if the amount of 
this terms-of-trade loss cannot be calculated with 
any precision.9* 

Professor Eckstein himself has earlier calcu- 
lated that if, in the mid-50's, China's trade with 
the Soviet Union had been conducted in Hong 
Kong at world prices, China would have acquired 
five to ten percent more imports for the same 
amount of exports. 

Furthermore, the denial of Western long-term 
credits has certainly been a factor which may 
have hampered the Chinese economic growth. 
After 1955 this denial has been almost total as 
the credits from other communist nations seem 
to have been very small. According to Eckstein’s 
figures?* the Soviet Union extended 690 million 
dollars in economic assistance to India and only 
some 45 million dollars to China during the pe- 
riod January 1956 to July 1962. The reliability 
of this computation might be open to doubts. 

Eckstein also points out that the effects were 
great in the military hardware field, but adds that 
“Since China could not obtain these from its 
non-Communist trading partners at any price, the 
issue of a ‘China differential’ in this field is aca- 
demic."66 

The effects of the China embargo not only hit 
China but had effects also inside the West. It 
serves “to maintain the illusion at home that we 
are somehow inflicting serious damage upon the 
Chinese Communists through it"; it separates the 
United States from its allies; it contributes to fric- 
tions "whenever we attempt to press our allies to 
bring their policies into line with ours." Finally, 
it deprives the U.S. businessmen of their share, 
however modest, of the China trade.” 

In summary, we do not know much about the 
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actual effects of the embargo on China. It cannot 
be proven that a great loss is incurred by China 
from it. "... it is far from clear which side 
incurs greater losses, Communist China or its 
potential trading partners." 


VH. JAPAN'S TRADE WITH CHINA 
AND THE EMBARGO CONTROLS 


Before the Sino-Japanese War of 1937 the trade 
between Japan and China was extensive.95 After 
the Second World War this trade has taken much 
smaller proportions, partly due to the embargo 
policy. 

The embargo has loomed large as a political 
issue in Japan. Japan has applied the trade con- 
trols more strictly than the West European Cocom 
partners up till 1957." The reasons for this are 
at present unknown, but the pressure from the 
American side on a nation defeated in the war 
is likely to have been the main reason.7° A Brit- 
ish diplomat has also stated that there was a secret 
agreement between Japan and the United States 
attached to the peace treaty of April 1952 that 
Japan would follow the American embargo reg- 


ulations in trade with China. This has not been 
confirmed.7! However, Eckstein writes that “var- 
ious controls restricting the free flow of goods 
between China and Japan have symbolized to large 
segments of the Japanese public the continuing 
American presence”. He also states that “Many 
Japanese believe that these controls represent the 
principle obstacle to close, intimate and wide- 
ranging economic relations and thus resent 
them". It is also a fact that the Japanese trade 
with China and its conformance with the U.S. em- 
bargo policy is still, in 1967, regularly discussed 
in a special U.S.-Japanese Joint Economic Com- 
mittee.7? 

Eckstein also indicates that a political boycott 
of Japanese goods around 1958-59 by China was 
"probably in part a retaliation for Japan's en- 
forcement of trade controls and in part an at- 
tempt to use the lure of the Chinese market to 
bring about a relaxation of controls . . .".73 

In 196274 a Sino-Japanese trade agreement was 
signed and thereafter trade has expanded rapidly, 
in spite of the Chinese opinion that “because of 
persistent interference and sabotage by U.S. impe- 
rialism, Sino-Japanese trade relations have not 
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developed normally". 


Chapter Seventeen. U.S. Economic Warfare Against Cuba 


In this chapter only some details of the American 
embargo policy against Cuba are going to be in- 
cluded. The intention is mainly to illustrate the 
great importance the United States still seems to 
attach to economic policies of this type as de- 
fence against the spread of communism. This 
stress on economic measures is rather remarkable 
in the Cuban context, when the United States pol- 
icy-makers should have observed that the effects 
of the embargo in Eastern Europe and China have 
been very small. 


1. PRE-1959 U.S.-CUBAN 
ECONOMIC RELATIONS 


During most of this century Cuba has been very 
closely tied to the United States economy by 
one agreement or another or by unilateral Ameri- 
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can actions.! Long before the Cuban-American 
crisis the Cuban economy was heavily dependent 
on the United States both in its domestic econ- 
omy, its foreign trade and its investments.* 

This dependence can be illustrated by a few 
figures on Cuban foreign trade and on Ameri- 
can investments in the last years of the Batista 
government. 

In 1958 the geographical composition of 
Cuba's foreign trade was the following: 


Exports Imports 
United States 492 543 
Latin America 10 80 
Sterling area 48 37 
Other Western Europe 51 73 
Other 127 44 
Total 734 771 million dollars 


The commodity composition of the exports 
clearly reveals the importance of sugar: 


Million dollars 


Sugar 594 
Tobacco 50 
Minerals 44 
Other 46 
Total 734 


The American investments in Cuba in 1958 
amounted to 1 billion dollars and were diversi- 
fied in the following manner:* 


Agriculture 265 
Petroleum and mining 270 
Manufacturing 80 
Services 386 
Total 1061 


These investments gave high profits, estimated 
to nine percent by official American statistics 
and to 23 percent by the Castro government.5 
The outflow of profits and interests during 1952- 
58 has been estimated to correspond to two per- 
cent of the Cuban GNP." 

Forty percent of the sugar plantations were un- 
der American domination. The unemployment 
rate in 1956/57 was 16 percent, to which should 
be added a considerable disguised unemployment.8 

These figures indicate that whatever economic 
reforms were undertaken in Cuba, they would by 
necessity have affected private American econ- 
omic interests. Economic development efforts, 
which would necessitate some controls over for- 
eign trade, would particularly have hit American 
interests, even if they had been completely gen- 
eral, without any discrimination between nations. 
This is an example of the real dependence which 
smaller countries may find themselves in, in spite 
of all formal legal sovereignty. 


Il. THE ECONOMIC MEASURES 


1. General measures 


On January 1, 1959 Castro took over the Cuban 
government, which was recognized by the United 
States on January 7. Castro's goal was to turn 
Cuba into an advanced industrial economy as fast 
as possible. A number of long-term targets for 
employment, wages, sugar and industrial produc- 
tion were proclaimed. 

The first concrete measure was to tighten ex- 
change controls. Under the new regulation im- 
ports of a long list of goods, such as refrigerat- 
Ors, TV-sets, automobiles, furniture and other 
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non-essentials, required a currency permit. It was 
at the same time stressed by the head of the Na- 
tional Bank that "no restrictions will be applied 
to the Government's aim to encourage the con- 
tinuation of (foreign) investments".? 

As naturally followed from the regional trade 
structure, this exchange control mainly affected 
the export from the United States. While Cuban 
exports to the United States in 1959 remained on 
the 1958 level, approximately 470 million dol- 
lars, Castro succeeded in achieving a better bal- 
ance in his payment position by decreasing the 
imports from the United States from 543 to 435 
million dollars in 1959. 

It is of importance to notice that the American 
sugar quota from the very beginning influenced 
Castro's thinking. Already in February 1959 he 
said in a television speech that "U.S.A. con- 
tinually threatens Cuba with a reduction of the 
sugar quota. Anything occurring in Cuba that 
displeases the United States Congress immediately 
brings a threat to stop buying sugar from Cuba, 
or reducing the quota.”!° It seems likely that this 
statement may have reflected conversations with 
American diplomats about the exchange controls. 
The sugar quota in the United States, which was 
of prime importance for the economy of Cuba, 
could be unilaterally changed at any time by the 
United States. 

In May 1959 Castro announced his Agrarian 
Reform Program. Property holdings in excess of 
1000 acres were to be nationalized. The owners 
were to be compensated with 4.5 percent, twenty- 
year government bonds.!! American and Cuban 
sugar mill owners immediately presented a memo- 
randum to the U.S. State Department in which 
they said that the Agrarian Reform Law would 
lead to a catastrophe, and that the American 
sugar quota should be used not as a reprisal but 
as a defence. In trying to calm the fears about the 
future sugar production, Castro in June 1959 
offered the United States a chance to buy 8 mil- 
lion tons of sugar in 1961, or almost three times 
more than the actual Cuban quota.!? This offer 
was turned down by the American side.!3 

A number of other incidents led up to the final 
break. In the end of 1959 a number of bombs 
were dropped on Cuba by private planes from 
Florida. Washington declared that it was unable 
to control the activities of these private aircrafts.14 
In February 1960 Cuba and the Soviet Union 
made a barter deal of oil and sugar. On March 
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15, President Eisenhower asked Congress to give 
him stand-by authority to cut U.S. purchases of 
Cuban sugar, if necessary. He said that there was 
no justification for taking it as a reprisal, whatso- 
ever.!5 In the early summer Cuba seized the oil 
refineries of Texaco and Standard Oil because of 
their refusal to refine Russian crude oil? On 
May 27 the United States ended the remaining 
aid to Cuba. 

On July 6, 1960 the U.S. Congress passed a 
bill giving the President power to lower the Cuban 
sugar quota, and President Eisenhower immedi- 
ately did so in a way which virtually eliminated 
Cuban sugar export to the United States for the 
second half of the year. The official motivation 
was that Cuba had committed so much of its fu- 
ture sugar production to the communist bloc that 
the United States could no longer rely on the Cu- 
ban supplies. Instead of hurting the new Cu- 
ban government, it may be claimed that through 
American reduction of the sugar quota, "Cas- 
tro's internal position was strengthened immeas- 
urably".18 

A month later Castro retaliated by nationalizing 
American property valued at half a billion dol- 
lars or more than five times as much as the loss 
due to the decision by President Eisenhower.!? 


2. Embargo measures 


Finally, on October 19, 1960 the United States 
imposed an embargo on all exports to Cuba. An 
embargo on arms had been started already in 
March, and American pressures had been exerted 
to prevent arms sales to Cuba.2° The economic 
embargo was not officially motivated as a politi- 
cal pressure. The State Department instead said 
the embargo was "reluctantly" imposed in order 
to "defend the legitimate economic interests of 
the people of this country against discriminatory, 
aggressive and injurious economic policies of the 
Castro regime"?! 

Later, however, the U.S. embargo on trade with 
Cuba has been frankly recognised as an exercise 
in economic warfare. In the words of Secretary 
Rusk, the Administration has four objectives with 
this embargo: “1) To reduce Castro's will and 
ability to export subversion and violence to other 
American States; 2) To make plain to the people 
of Cuba that Castro's regime cannot serve their 
interests; 3) To demonstrate to the peoples of the 
American Republics that communism has no fu- 


210 


ture in the Western Hemisphere; and 4) To in- 
crease the cost to the Soviet of maintaining a 
communist outpost in the Western Hemi- 
sphere."22 

We cannot here go into all the ensuing events, 
the U.S.-Cuban diplomatic rupture in January 
1961, the extensive economic agreements with the 
Soviet Union in December 1960, the CIA inva- 
sion of April 1961, the missile crises of October 
1962, etc. These events were, of course, the im- 
portant events of the deteriorating Cuban-Ameri- 
can relations. The economic embargo actions im- 
posed by the United States in between these events 
were more in the nature of demonstrations and 
their effects were small. The major trade discri- 
minations were the following:?3 


a) an extension by President Kennedy in De- 
cember 1961 of the prohibition to import Cuban 
sugar; 

b) an embargo on all imports from Cuba in 
February 1962 which did not change the situation 
much as the import in 1961 had dwindled down 
to some 15 million dollars; 

c) an outright naval blockade of Cuba between 
October 22 and November 20, 1962 in the con- 
text of the missile crisis;** 

d) a blacklisting of ships going to Cuba, with 
consequent denials to enter U.S. ports, and, fin- 
ally 

e) restrictions on financial dealings with Cuba, 
imposed in July 1963. 


IIl. RESPONSE IN WESTERN EUROPE 
TO U.S. EMBARGO ACTIONS 


At the end of 1963, without asking for it, the 
American Administration was given a new wea- 
pon by Congress. Included in the Foreign Aid 
Act of 1963 was a clause requiring the President 
to cut off aid to recipients who did not take 
"appropriate steps" to curtail shipments to Cuba 
—unless the President found it in the national 
interest to waive the penalty. After two months 
it was decided by the United States, under the 
authority of the new clause in the Foreign Aid 
Act, that military aid should be terminated to 
Britain, France and Yugoslavia, and that military 
and economic aid to Spain and Morocco should 
be held up until those two countries explained 


what they were doing to halt commerce with 
Cuba.?5 

Britain was not badly hurt by this rebuke for 
trading with Cuba, as the aid which was cut off 
was worth only $7000. Since the war she had re- 
ceived $8.7 billion in miltary and economic aid 
from the United States. 

What was the British crime? In January 1964 
the Leyland Motor Company sold 450 passenger 
buses for $11.2 million to Cuba under the option 
of selling an additional 500 buses to Havana.?" 
This met with strong opposition in the United 
States, as they stressed the political aspect of trad- 
ing with the communist and quasi-communist 
countries. It is even reported that the United 
States offered the European nations more parti- 
cipation in nuclear control in exchange for ending 
trade with Cuba!?8 The British, however, had a 
purely commercial view and could not consider 
buses a strategic good, especially as this kind of 
trade had been carried on with the Communist 
nations for years.?? Also, the official permission 
granted to American exporters to sell surplus 
wheat to the Soviet Union had developed a funda- 
mental weakness in the Administration's effort to 
induce allied and neutral nations to join the 
United States in an economic boycott of Cuba.39 
As the head of the Leyland Co. said: "If America 
has surplus on wheat, we have surplus on bus- 
ses."3! The American answer was that food was 
a "nonstrategic" commodity, but buses and air- 
planes, which had also been considered for sale, 
were not; they were indispensable to the build-up 
of the Cuban economy and the military system.?? 
The same applied to France's export of locomo- 
tives and Spain's of fishing-vessels. 

'The basic British argument was not so much 
that an increase in trade with Cuba might help to 
soften communist political attitudes, which was 
what the British said about trade with Russia. In 
Cuba's case, they said, the total cutting off of 
trade was unlikely to achieve what the Americans 
wanted to achieve, and forfeited the advantages of 
keeping in touch. Thus, it was an argument 
about the probable ineffectiveness of an em- 
bargo.33 

Another effect of the U.S. pressure was to de- 
crease American good-will in England. A spokes- 
man for the Labour Party, Gordon Walker, stated 
clearly that, “We dislike United States' pressure to 
prevent our legitimate trade with Cuba".33 


In the case of France, it had been selling loco- 
motives to Cuba, which in the American Admi- 
nistration's view was considered more undesirable 
than the British sale of buses! But the U.S. did 
not expect so much cooperation from the French 
as from the British, who; it was thought, should 
know better.35 The trickle of aid to France was 
also stopped altogether. 

Spain and Morocco were more daring in their 
relations with Cuba, as they got substantial aid 
from the United States. Spain had been negotiat- 
ing a large sugar contract with Cuba against the 
sale of what had been reported to be a hundred 
Spanish fishing-vessels.3? But by stopping aid the 
United States might be dealing a severe blow to 
its own policies, as they had great military inter- 
ests in Spain. Ways had to be found to avoid 
this, but a review of aid to these countries was also 
necessary. A compromise had to be reached.37 

Canada had continued to sell large quantities of 
various products, mostly wheat, to Cuba. Also 
in a contract with Canada the Soviet Union in- 
cluded 245,000 tons of wheat and 150,000 tons 
of flour (equivalent to 205,000 tons of wheat) 
specifically for shipment to Cuba. The Soviet 
Union was financing these shipments.38 

The countries mentioned wanted to trade with 
Cuba for various commercial reasons, but there 
were quite a few countries which had another prin- 
cipal reason for continuing to deal with Cuba. 
'These were the shipping nations of the world 
which strongly opposed the American restriction, 
e.g. for ships being refused entry to an American 
harbour after having been in a Cuban port or be- 
ing exposed to special controls when passing the 
Panama Canal. They stressed the "freedom of the 
seas" principle, but their shipping trade was so 
crucial that, to a large extent, they had to obey 
the American restrictions, though under protest. 
Violations were registered by an American ship 
which was cruising day and night outside Ha- 
vana, and the ships arriving were blacklisted. Of 
course, mainly ships from Eastern Europe called 
at the harbour, but there were also e.g. Norwe- 
gian and Greek ships.39 

In the case of 14 countries who traded with 
Cuba in 1963, the American President used the 
waiver not to cut the aid on the ground that 
"appropriate steps" to curtail Cuban trade were 
being taken—though the criteria for this judge- 
ment were not explained.19 
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IV. AMERICAN ATTEMPTS TO 
INFLUENCE THE LATIN AMERICAN 
COUNTRIES 


In the relations between Latin America and the 
United States the Cuban issue was a hot one. 
Even at an early stage, the leaders of most Latin 
American countries felt rather uneasy to have a 
neighbour with a communist tendency and they 
felt they had not become more secure after the 
Cuban Revolution. But while many leaders prob- 
ably would have been glad to see Castro go, there 
were few who could safely say so. They also had 
to be cautious in approving of the United States 
actions to press Cuba. When the American sugar 
quota reductions were imposed, the Latin Ameri- 
can press was well aware that the main Latin 
American complaints against the United States 
had been about the import regulations and price 
fluctuations that complicated the sale of all of the 
twenty Latin American countries’ sale of primary 
products. Economic retaliation revived ugly me- 
mories.41 

Inter-American relations had been settled in 
various conferences and congresses of the loose 
Pan-American Union since 1889/90, and in 1948 
the Organization of American States (OAS), was 
founded through the charter of Bogota. In this 
charter non-intervention in the internal affairs of 
other members was inscribed, but this was relative, 
as another article of the charter allowed collec- 
tive measures for the maintenance of peace and 
security. The charter also prohibited economic 
sanctions to be levied among the 21 member 
states. The foundation of the OAS was laid down 
in the treaty of Rio de Janeiro in 1947, where 
the states bound themselves to regard an attack 
against one as an attack against all. Joint meas- 
ures for the protection of peace could be taken 
when an American state was menaced from out- 
side, even without direct, military assault. This 
apparently referred to the menace of communist 
infiltration. In the Resolution of Caracas of 1954 
the states agreed to consult if the government of 
any American state should come under the do- 
mination of international communism.*? 

In August 1960, in a conference of the For- 
eign Ministers of the OAS, an anti-communist 
declaration, the so-called San-José-doctrine, was 
adopted which without mentioning the name ol 
Cuba, strongly hinted that Castro was threatening 
the security and solidarity of the Western hemi- 
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sphere, Washington had thus lifted the American- 
Cuban quarrel to a dispute over a threat to the 
security of the Western hemisphere, although this 
declaration did not solve anything. The declara- 
tion condemns the intervention, "even when con- 
ditional", of any extra-continental power; declares 
that the acceptance of any such offer is a threat 
to peace; rejects any attempt by Russia or China 
to exploit politically, economically or socially any 
American state; and calls upon all American states 
to submit to "the discipline of the inter-American 
system". 

The two main fears the U.S. had about Cuba 
were that Cuba would be a permanent stronghold 
for communism in the Western hemisphere and 
that Cuba would be the origin and source for 
continued communist subversion in other Latin 
American countries. "Fidelismo" was not con- 
fined to Cuba and Cuban subversion, but was a 
spreading movement with seeds planted in every 
Latin American republic. 

The Alliance for Progress was instituted at 
Punta del Este, Uruguay in August 1961. The 
fundamental economic and social thought of this 
program originated from Latin American econo- 
mists, and also from Fidel Castro who in 1959, 
in an OAS committee, asked the United States to 
give 30 billion dollars within ten years to the 
development of Latin America. But the Alliance 
in its final form became an instrument for Ameri- 
can policy, which partly aimed at conquering 
Castroism, preventing its expansion to other coun- 
tries and preventing revolutions after the Cuban 
pattern in other countries. This could be achieved 
in two ways: direct intervention in Cuba and the 
realisation of deep social reforms in Latin Ame- 
rica.15 

In January 1962, the Foreign Ministers of the 
OAS voted to expel Cuba from the OAS and the 
Inter-American Defense Board. Six of the nations 
abstained from the vote, however, and these six 
constituted 70% of the population of Latin 
America. Earlier most of the Latin American 
countries had opposed an American proposal to 
call for automatic sanctions against Cuba if it did 
not break its ties with the communist countries. 


The formal expulsion of Cuba from OAS was 
effected on February 14, 1962.46 

During 1963 the United States did not press the 
OAS-nations too hard to impose an economic em- 
bargo on Cuba, because of the intense opposition 
of the most influential governments in the hemi- 


sphere, notably those of Brazil, Chile and 
Mexico. However, on July 26, 1964 the OAS, 
with 15 votes against 4 (Mexico, Chile, Uruguay 
and Bolivia), decided to use diplomatic and eco- 
nomic sanctions against Castro's Cuba. Accord- 
ing to the decision, the American states under- 
took: 1) not to maintain diplomatic or consular 
relations with the present regime of Cuba, 2) to 
cut off all trade with Cuba, with the exceptions 
of foodstuffs and medicine, and 3) to discon- 
tinue all sea transports to Cuba.48 At the same 
time the OAS appealed to all non-communist 
states outside the Western hemisphere—with an 
obvious address to Britain and France—to sustain 
the blocking measures. This OAS-decision had in 
practice no revolutionary consequences, but it 
was welcomed by the United States as an evidence 
of a collective defence will.49 

It seems as if Chile, Uruguay and Bolivia 
quietly cooperated with the United States, but that 
Mexico posed some serious problems. One obser- 
ver has claimed that this was "the most serious 
crisis in the recent history of inter-American rela- 
tions", and that "Mexico's attitude was a chal- 
lenge to the very basis of the OAS”.5° Other re- 
ports, however, give quite another picture. "For 
example, the Mexicans, the most reluctant of all 
to take a vigorous anti-Castro position in public, 
are actually cooperating with us in ways which 
may be, strictly speaking, illegal under their con- 
stitution," states one American observer. 

The trade restraining policy has continued. On 
September 22 to 24, 1967, the Twelfth Meeting 
of Consultation of the Ministers of Foreign Af- 
fairs of the OAS was held in Washington. At this 
meeting Secretary Rusk made a plea for further 
trade restrictions by all nations against Cuba, and 
a resolution was taken demanding that non-mem- 
ber states of OAS restrict their trade and financial 
operations with Cuba.5!4 


V. THE EFFICIENCY OF THE EMBARGO 


In Cuba the embargo policy has shown itself to 
be an inefficient policy. It has been a punish- 
ment, a demonstration that the United States did 
not want to have any relations with Cuba, and a 
continuation of a policy which by other nations 
has been recognized as being ineffective even be- 
fore the Cuban-American crisis started. 

As in the case of China, the embargo may have 


had serious effects on the internal economy, pos- 
sibly serious enough to cause an uprising against 
Castro, had it been total. But, as in the case of 
China, it was not total because the communist 
countries came to Cuba's aid. The American en- 
deavours to strain communist shipping facilities 
by blacklisting were counteracted in the East by 
chartering Western ships for transport between 
European and Russian communist ports, thereby 
releasing the communist-owned cargoes that were 
normally traveling these routes, e.g. between Len- 
ingrad and Vladivostok, for trade with Cuba. 

The embargo was also inefficient because, as 
with China after 1957, the United States could 
not even get its closest Western allies to agree to 
follow its embargo policy against Cuba. The ter- 
mination of aid to some European nations in 1964 
was never taken seriously, and the British exports 
to Cuba more than tripled from 1963 to 1964.52 

The embargo also created a number of illegal 
trading activities from U.S. traders, who could 
continue to sell to Cuba via Mexico.53 

It is only possible to speculate about the rea- 
sons for the American embargo behaviour, as- 
suming that the American authorities must have 
known beforehand that neither Eastern nor West- 
ern European trade with Cuba would be much af- 
fected by the American embargo actions. 

One hypothetical rationalization for the Ameri- 
can behaviour vis-à-vis Cuba may be that the 
country is smaller, and being an island, much 
more isolated. Thus the effects may have been 
estimated to be greater than in the other con- 
texts. But, as New Statesman said in an editorial: 
"Ít passes belief that a Western embargo on 
trade with Cuba can bring that small island econ- 
omy to its knees."5* 

A second explanation may be that the Ameri- 
cans wanted to demonstrate to the other Latin 
American republics that any flirtation with what 
the United States considered to be communism 
would be punished by economic measures that 
would force these republics into full dependence 
on the Soviet Union. And that dependence may 
be even less enjoyable than that on the United 
States.55 

A third hypothetical explanation may be that 
the failure of the embargo policies against East- 
ern Europe and China has never been officially 
admitted by the American policy-makers, and that 
they may just have continued the same old policy 
of ineffectual demonstrations, without much con- 
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sideration for the possible effects. This is the ex- 
planation used by Senator Fulbright, who deemed 
that the U.S. trade actions "can have no real ef- 
fect other than to create an illusory image of 
‘toughness’ for the benefit of our own people" 
and that “the boycott policy is a failure as an 
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instrument for bringing about the fall of the 
Castro regime".56 

We can play around with hypotheses of that 
type. But at the moment it does not seem to be 
possible to pinpoint any explanation as being the 
main, or the only one. 
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An Act 


To provide for continuation of authority for the regula- 
tion of exports, and for other purposes. 

Be it enacted by the Senate and House of Represen- 
tatives of the United States of America in Congress 
assembled, That this Act may be cited as the "Export 
Control Act of 1949". 

Findings 
Section 1. (a) Certain materials continue in short supply 
at home and abroad so that the quantity of United 
States exports and their distribution among importing 
countries affect the welfare of the domestic economy 
and have an important bearing upon fulfülment of the 
foreign policy of the United States. 

(b) The unrestricted export of materials without re- 
gard to their potential military and economic signific- 
ance may adversely affect the national security of the 
United States. 


Declaration of Policy 


Sec. 2. (1) The Congress hereby declares that it is the 
policy of the United States to use export controls to the 
extent necessary (A) to protect the domestic economy 
from the excessive drain of scarce materials and to re- 
duce the inflationary impact of abnormal foreign demand; 
(B) to further the foreign policy of the United States. 
and to aid in fulfilling its international responsibilities; 
and (C) to exercise the necessary vigilance over exports 
Írom the standpoint of their significance to the national 
security of the United States. 

(2) The Congress further declares that it is the policy 
of the United States to formulate, reformulate, and apply 
such controls to the maximum extent possible in coope- 
ration with all nations with which the United States has 
defense treaty commitments, and to formulate a unified 
commercial and trading policy to be observed by the 
nan-Communist-dominated nations or areas in their deal- 
ings with the Communist-dominated nations. 

(3) The Congress further declares that it is the policy 
of the United States to use its economic resources and 
advantages in trade with Commnunist-dominated nations 
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to further the national security and foreign policy ob- 
jectives of the United States. 

(4) The Congress further declares that it is the policy 
of the United States (A) to oppose restrictive trade prac- 
tices or boycotts fostered or imposed by foreign coun- 
tries against other countries friendly to the United States 
and (B) to encourage and request domestic concerns 
engaged in the export of articles, materials, supplies, or 
information, to refuse to take any action, including the 
furnishing of information or the signing of agreements, 
which has the effect of furthering or supporting the 
restrictive trade practices or boycotts fostered or imposed 
by any foreign country against another country friendly 
to the United States. 


Authority 


Sec. 3. (a) To effectuate the policies set forth in section 
2 hereof the President may prohibit or curtail the ex- 
portation from the United States, its Territories, and 
possessions, of any articles, materials, or supplies, includ- 
ing technical data or any other information, except under 
such rules and regulations as he shall prescribe. To the 
extent necessary to achieve effective enforcement of this 
Act, such rules and regulations may apply to the financ- 
ing, transporting, and other servicing of exports and the 
participation therein by any person. Such rules and regu- 
lations shall provide for denial of any request or app- 
lication for authority to export articles, materials, or 
supplies, including technical data, or any other informa- 
tion, from the United States, its Territories and posses- 
sions, to any nation or combination of nations threaten- 
ing the national security of the United States if the Pre- 
sident shall determine that such export makes a signi- 
ficant contribution to the military or economic potential 
of such nation or nations which would prove detrimental 
to the national security and welfare of the United States. 
Such rules and regulations shall implement the provisions 
of section 2 (4) of this Act and shall require that all 
domestic concerns receiving requests for the furnishing 
of information or the signing of agreements as specified 
in section 2 (4) must report this fact to the Secretary of 
Commerce for such action as he may deem appropriate 
to carry out the purposes of section 2 (4). 

(b) The President may delegate the power, authority, 
and discretion conferred upon him by this Act, to such 
departments, agencies, or officials of the Government as 
he may deem appropriate. 

(c) The authority conferred by this section shall not 
be exercised with respect to any agricultural commodity, 
including fats and oils, during any period for which the 
supply of such commodity is determined by the Secretary 
of Agriculture to be in excess of the requirements of 
the domestic economy, except to the extent required to 
effectuate the policies set forth in section 2(1) (B) or 
2(1) (C) of this Act 


Consultation and Standards 
Sec. 4. (a) In determining what shall be controlled here- 
under, and in determining the extent to which exports 
shall be limited, any department, agency, or official mak- 
ing these determinations shall seek information and ad- 
vice from the several executive deparuments and inde- 
pendent agencies concerned with aspects of our domestic 
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and foreign policies and operations having an important 
bearing on exports. 

(b) In authorizing exports, full utilization of private 
competitive trade channels shall be encouraged insofar 
as practicable, giving consideration to the interests of 
small business, merchant exporters as well as producers, 
and established and new exporters, and provisions shall be 
made for representative trade consultation to that end. In 
addition, there may be applied such other standards or 
criteria as may be deemed necessary by the head of such 
department, or agency, or official to carry out the pol- 
icies of this Act. 

Violations 

Sec. 5. (a) Except as provided in subsection (b) of this 
section, in case of any violation of any provision of this 
Act or any regulation, order, or license issued here- 
under, the violator or violators, upon conviction, shall 
be punished by a fine of not more than $10,000 or by 
imprisonment for not more than one year, or by both 
such fine and imprisonment. For a second or subsequent 
offense, the offender shall be punished by a fine of not 
more than three times the value of the exports involved 
or $20,000, whichever is greater, or by imprisonment for 
not more than five years, or by both such fine and im- 
prisonment. 

(b) Whoever willfully exports anything contrary to any 
provision of this Act or any regulation, order, or license 
issued hereunder, with knowledge that such exports will 
be used for the benefit of any Communist-dominated na- 
tion, shall be punished by a fine of not morc than five 
times the value of the exports involved or $20,000, 
whichever is greater, or by imprisonment for not more 
than five years, or by both such fine and imprisonment. 

(c) The head of any depariment or agency exercising 
any functions under this Act, or any officer or employee 
of such department or agency specifically designated by 
the head thereof, may impose a civil penalty not to 
exceed $1000 for each violation of this Act or any re- 
gulation, order, or license issued under this Act, either 
in addition to or in lieu of any other liability or penalty 
which may be imposed. 

(d) The payment of any penalty imposed pursuant to 
subsection (c) may be made a condition, for a period 
not exceeding one year after the imposition of such 
penalty, to the granting, restoration, or continuing validity 
of any export license, permission, or privilege granted or 
to be granted to the person upon whom such penalty is 
imposed. 

(e) Any amount paid in satisfaction of any penalty im- 
posed pursuant to subsection (c) shall be covered into 
the Treasury as a miscellaneous receipt. The head of the 
department or agency concerned may, in his discretion, 
refund any such penalty, within two years after payment, 
on the ground of a material error of fact or law in 
the imposition. Notwithstanding section 1346 (a) of title 
28 of the United States Code, no action for the refund 
of any such penalty may be maintained in any court. 

(0) In the event of the failure of any person to pay 
a penalty imposed pursuant to subsection (c), a civil ac- 
tion for the recovery thereof may, in the discretion of the 
head of the department or agency concerned, be brought 
in the name of the United States. In any such action, 
the court shall determine de novo all issues necessary 


to the establishment of liability. Except as provided in 
this subsection and in subsection (d), no such liability 
shall be asserted, claimed, or recovered upon by the 
United States in any way unless it has previously been 
reduced to judgement. 
(g) Nothing in subsection (c) (d) or (A shall limit 
(1) the availability of other administrative or judicial 
remedies with respect to violations of this Act or any 
regulation, order, or license issued under this Act, 
(2) the authority to compromise and settle administra- 
tive proceedings brought with respect to violations of 
this Act or any regulation, order, or license issued under 
this Act, or 
(3) the authority to compromise, remit, or mitigate 
seizures and forfeitures pursuant to section 1 (5) of 
title VI of the Act of June 15, 1917 (22 U.S.C. 401 
(5). 


Enforcement 


Sec. 6. (a) To the extent necessary or appropriate to the 
enforcement of this Act, the head of any department or 
agency exercising any functions hereunder (and officers or 
employees of such department or agency specifically de- 
signated by the head thereof) may make such investiga- 
tions and obtain such information from, require such 
reports or the keeping of such records by, make such 
inspection of the books, records, and other writings, pre- 
mises, or property of, and take the sworn testimony of, 
any person. In addition, such officers or employees may 
administer oaths or affirmations, and may by subpoena 
require any person to appear and testify or to appear 
and produce books, records, and other writings, or both, 
and in the case of contumacy by, or refusal to obey a 
subpoena issued to, any such person, the district court of 
the United States for any district in which such person is 
found or resides or transacts business, upon application 
and after notice to any such person and hearing, shall 
have jurisdiction to issue an order requiring such person 
to appear and give testimony or to appear and produce 
books, records, and other writings, or both, and any fail- 
ure to obey such order of the court may be punished 
by such court as a contempt thereof. 

(b) No person shall be excused from complying with 
any requirements under this section because of his privi- 
lege against self-incrimination, but the immunity provi- 
sions of the Compulsory Testimony Act of February 11, 
1893 (27 Stat. 443) shall apply with respect to any indi- 
vidual who specifically claims such privilege. 

(c) No department, agency, or official exercising any 
functions under this act shall publish or disclose infor- 
mation obtained hereunder which is deemed confidential 
or with reference to which a request for confidential 
treatment is made by the person furnishing such infor- 
mation unless the head of such department or agency de- 
termines that the withholding thereof is contrary to the 
national interest. 


Exemption from Administrative Procedure Act 
Sec. 7. The functions exercised under this Act shall be 
excluded from the operation of the Administrative Proce- 
dure Act (60 Stat. 237), except as to the requirements 
of section 3 thereof. 


Quarterly Report 


Sec. 8. The head of any department or agency or of- 
ficial exercising any functions under this Act shall make 
a quarterly report, within 45 days after each quarter, to 
the President and to the Congress of his operations here- 
under. 

Definition 
Sec. 9. The term "person" as used herein shall include 
the singular and the plural and any individual, partner- 
ship, corporation, or other form of association, including 
any government or agency thereof. 


Effects on Other Acts 


Sec. 10. The Act of February 15, 1936 (49 Stat. 1140), 
relating to the licensing of exports of tin-plate scrap, 
is hereby superseded; but nothing contained in this Act 
shall be construed to modify, repeal, supersede, or other- 
wise affect the provisions of any other laws authorizing 
control over exports of any commodity. 


Effective Date 


Sec. 11. This Act shall take effect February 28, 1949, 
upon the expiration of section 6 of the Act of July 2, 
1940 (54 Stat. 714), as amended. All outstanding delega- 
tions, rules, regulations, orders, licenses, or other forms 
of administrative action under said section 6 of the act 
of July 2, 1940, shall, until amended or revoked, re- 
main in full force and effect, the same as if promul- 
gated under this Act. 


Termination Date 


Sec. 12. The authority granted herein shall terminate on 
June 30, 1969, or upon any prior date which the Con- 
gress by concurrent resolution or the President may de- 
signate. 


Note 


The regulations issued under this legislative authority ap- 
pear in Title 15, Chapter III, of the Code of Federal 
Regulations, in Parts 368 to 399, inclusive. 

23. Canada had from the beginning a perfect coordina- 
tion with the U.S.A. in export controls in accordance 
with the so-called Hyde Park Agreement of 1941, and a 
"Statement of Principles for Economic Cooperation" of 
Oct. 26, 1905. Department of State Publication 4037, 
Washington, D.C. 1951; Survey of United States Interna- 
tional Finance 1950, Princeton University Press, Prince- 
ton, 1951, p. 207. 

24. Survey of United States International Finance 1949, 
op. cit., p. 172. 

25. H. Schwartz, Russia's Soviet Economy, 2nd ed., 
New York, 1954, p. 581. 

26. Survey of United States International Finance 1950, 
Op. cit., p. 207. 

27. Theodore Kent Osgood, East-West Trade Controls 
and Economic Warfare, Ph.D. Dissertation presented to 
Faculty of the Graduate School of Yale University, 1957, 
p. 33, quoted from Congressional Record, Vol. 96, Part 


I, pp. 818 ff. 
28. Economist, March 18, 1950, p. 581. 
29. Suchati Chuthasmit, op. cit, pp. 49f. Staggers' 


proposal won Congressional support a year later in the 
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Trade Agreements Extension Act of 1951, approved on 
June 16, 1951. 

30. GPO-1951-A, p. 2. 

31. “Secrecy itself can throw negotiators under sus- 
picion" from non-participating subjects. Fred Charles 
Iklé, How Nations Negotiate, New York, 1964, pp. 86 f. 

32. 81st Congress, 2nd Session, House Report No. 3249. 
The "vital" materials was specified as 1200 pounds of 
uranium nitrate, 468 pounds of uranium oxide, and 
1100 grams of heavy water. 

33. GPO-1951-B, p. 12. 

34. GPO-1951-A, pp. 4-6. 

35. The Undersecretary of State, James Bombright, said 
in a House subcommittee that the Wherry proposal came 
close to an economic blocade, and would have negative 
effects on the United States relations with its Western 
allies. Le Monde, Sept. 17-18, 1950. 

36, U.S. Statues at Large. 81st Congress, 2nd Session, 
Volume 64, Part I, 1950-1951 (Chapter 1502), p. 1044. 
Public Law 843; Battle Act Report, No. 9, pp. 7-8. 

37. Congressional Record, Vol. 96, Pan II, p. 14303. 

38. Ibid., p. 14795; Suchati Chuthasmit, op. cit, p. 227. 

39. United States Sratutes At Large, 82nd Congress 1st 
Session 1951 Vol. 65, Washington: 1952 Public Law 45, 
pp. 62-63. The full text of the amendment is as follows: 

Chapter XHI, General Provisions, Sec. 1302. (a) During 
any period in which the Armed Forces of the United 
States are actively engaged in hostilities while carrying 
out any decision of the Security Council of the United 
Nations, no economic or financial assistance shall be 
provided, out of any funds appropriated to carry out 
the purposes of the Economic Cooperation Act of 1948, 
as amended, or any other Act to provide economic or 
financial assistance (other than military assistance) to 
foreign countries, to any country which exports or know- 
ingly permits the exportation of, to the Union of Soviet 
Socialist Republics or any of its satellite countries (in- 
cluding Communist China and Communist North Korea), 
arms, or armament or military material or articles or 
commodities which the Secretary of Defense shall have 
certified to the Administrator for Economic Cooperation 
may be used in the manufacture of arms, armaments, or 
military material, or shipment of which to the Soviet 
bloc is embargoed by the United States in the interest of 
national security; and the Secretary of Defense is hereby 
authorized and directed to so certify to the Administrator 
for Economic Cooperation any article or commodity of 
the mature or class described: Provided, That after the 
15th day following the date of enactment of this Act and 
Prior to the termination of the period heretofore referred 
to no country shall be eligible for economic or financial 
assistance under any such Act unless within thirty days 
prior to the date on which such assistance is to be pro- 
vided such country shall have certified to the United 
States that it has not, subsequent to the 15th day follow- 
ing the date of enactment of this Act, exported, or 
knowingly permitted the exportation of, arms, armaments, 
military material, articles, or commodities, which are sub- 
ject to the foregoing provisions of this section, to any 
of the countries referred to in such provision: Provided 
further, That such certification shall not relieve the Ad- 
Ministrator for Economic Cooperation or any other of- 
ficer of the United States Government of responsibility 


220 


for enforcing the foregoing provisions of this section: 
Provided further, That exceptions to these provisions may 
be made upon an official determination of the National 
Security Council that such exception is in the security 
interest of the United States: Provided further, That the 
National Security Council shall immediately report any 
exception made with reasons therefore to the Appropria- 
tions and Armed Services Committees of the Senate and 
of the House of Representatives, the Committee on For- 
cign Relations of the Senate, and the Committee on For- 
eign Affairs of the House of Representatives, and the 
National Security Council shall at least once cach quarter 
review all exceptions made previously and shall report its 
determinations to the foregoing committees of the House 
and Senate, which reports shall contain an analysis of 
the trade with the Soviet bloc of countries for which an 
exception is made. 

(b) Section 1304 of the Supplemental Appropriation 
Act, 195! is hereby repealed. 

40. Department of State Bulletin, Vol. XX1V, No. 626, 
June 25, 1951, pp. 1027 ff; Battle Act Report, No. 9, 
pp. 8-9. 

41. In 1951 the Congressional anti-communist senti- 
ments were high, as can be illustrated by the adoption of 
the so-called Kersten Amendment to the Mutual Security 
Act of 1951, authorizing the President to spend up to 
100 million dollars in aiding persons "residing in or 
escapees from" Eastern Europe to form military units 
under NATO. See Marshall D. Shulman, Stalin's Forcign 
Policy Reappraised, Cambridge, Mass., 1963, p. 186. 

42. GPO-1951-C, p. 2; See also U.S. Foreign Aid Pro- 
grams in Europe, Report of the Subcommittee of the 
Committee on Foreign Relations, 82nd Congress, Ist Ses- 
sion, Senate Document No. 56, Washington, D.C., 1951, 
pp. 26-27. 

43, Extensive treatment of this material is to be found 
in both S. Chuthasmit, op. cit, and T.K. Osgood, op. cit. 

44, Battle Act Report, No. 1; and Neue Zürcher Zei- 
tung, Aug. 30, 1951 and Dec. 30, 1951. 

45. Excon, No. 18, p. 1. 

46, Senator Kem had on Aug. 9, 1951, introduced an 
altemative to the Battle Bill which was much more se- 
vere than Mr. Battle's proposal. Kem's alternative was 
never reported out. GPO-1951-A, pp. 1-2, and S. Chuth- 
asmit, op. cir, p. 58. The type of arguments used to 
support the Kem proposal can be illustrated by the 
following quotation from Senator Malone: 

"| find nothing in the substitute which could be com- 
plained of or in any way objected to by any human 
being who does not wish to help arm Russia and her 
Communist satellites. The substitute was not prepared, 
as apparently the bill was prepared with the idea of find- 
ing ways and means of getting materials to the enemy 
while trying to tell the boys who are doing the fighting 
and their fathers and mothers that we are not actually 
trading with the enemy. The substitute was designed as 
a straightforward statement that we shall not arm our 
enemies. 

"Anyone who has had anything to do with war or with 
preparing for war knows that everything that can be 
sent to a nation which is preparing for war is a war 
material, including even shirt buttons. How does a 
country prepare for war? It must feed and clothe an 


army. How docs a country manufacture the material for 
arms? They must get ready. It shows a colossal ignor- 
ance, or worse, to propose that food and clothing, as 
well as steel, electrical equipment, and rubber, can be 
sent to them." 

47. In section 511 of the Mutual Security Act of 1951 
some stipulations in a less outspoken language also con- 
nected U.S. aid to the trade with communist nations of 
the aid-recciving nations. Department of State Bulletin, 
Feb. 11, 1952, p. 238. 

48. For a general background of the U.N. position on 
the Korean War, see Inis L. Claude, Jr. “The United 
Nations and the Use of Force", International Concilia- 
tion, No. 532, Mar. 1961, pp. 357-364. 

49. U.S. 82nd Congress, Ist Session, House Report No. 
464. Arms Embargo on Communist China, May 15, 
1951; Economist, May 19, 1951, p. 1148 and May 26, 
1951, p. 1233; Hans Jürgen Lambers, Das Ost-Embargo, 
Frankfurt am Main, 1956, pp. 22-23. 

50. The full text of the resolution is as follows: 


The United Nations Embargo Resolution of May 18, 
1951. U.N. document A/1805 


The General Assembly. 


NOTING the Report of the Additional Measures Com- 
mittee dated 14 May 1951, 


RECALLING its resolution 498 (V) of 1 February 
1951, 


NOTING THAT 

(a) The Additional Measures Committee established by 
that resolution has considered additional measures to be 
employed to meet the aggression in Korea, 

(b) The Additional Measures Committee has reported 
that a number of States have already taken measures 
designed to deny contributions to the military strength 
of the forces opposing the United Nations in Korea, 

(c) The Additional Measures Committee has also re- 
ported that certain economic measures designed further 
to deny such contributions would support and supple- 
ment the military action of the United Nations in Korea 
and would assist in putting an end to the aggression, 


1. Recommends that every State: 

(a) Apply an embargo on the shipment to areas under 
the control of the Central People's Government of the 
People's Republic of China and of the North Korean 
authorities of arms, ammunition and implements of war, 
atomic energy materials, petroleum, transportation ma- 
terials of strategic valuc, and items useful in the pro- 
duction of arms, ammunition, and implements of war; 

(b) Determine which commodities exported from its 
territory fall within the embargo, and apply controls to 
£ive effect to thc embargo; 

(c) Prevent by all means within its jurisdiction the cir- 
cumvention of controls on shipments applied by other 
States pursuant to the present resolution; 

(d) Co-operate with other States in carrying out the 
purposes of this embargo; 

(e) Report to the Additional Measures Committee, 
within 30 days and thereafter at the request of the Cam- 
mittee, on the measures taken in accordance with the 
present resolution; 


2. Requests the Additional Measures Committee: 

(a) To report to the General Assembly, with recom- 
mendations as appropriate, on the general effectiveness of 
the embargo and the desirability of continuing, extending 
or relaxing it; 

(b) To continue its consideration of additional meas- 
ures to be employed to meet the aggression in Korea, 
and to report thereon further to the General Assembly, 
it being understood that the Committee is authorized to 
defer its report if the Good Offices Committee reports 
satisfactory progress in its efforts; 


3. Reaffirms that it continues ta be the policy of the 
United Nations to bring about a cessation of hostilities 
in Korea, and the achievement of United Nations objec- 
tives in Korea by peaceful means, and requests the Good 
Offices Committee to continue its good offices. 


51. Cnf. GPO-1951-B, pp. 11 and 13. 
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the Department oj State Bulletin, No. 600, May 28, 1951, 
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221 


58. See above p. 221, note 44, and GPO-1951-C, p. 2; 
and J. Cohen, Japan's Postwar Economy, p. 110. 

59. W., Millis (ed.), op. cit, pp. 350-351. 
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Statistical Appendix A: Development of East-West Trade 1937, 1938 and 1947-1963 


l1 Sweden 5 Delgium-Luxembourg 9 Italy 12 Portugal 

2 Switzerland 6 Denmark 10 Netherlands 13 Turkey 

3 Austria 7 France 11 Norway 14 United Kingdom 
4 Finland 8 Greece 


Index Numbers 1953-= 100 


Exports of Fourteen European Countries to the World 


1937 344 24.5 41.9 35.6 38.1 39.2 23.7 64.7 36.4 31.1 40.0 24.7 27.6 35.6 30.0 38.6 32.5 315 . 31.7 
1938 31.3 25.0 27.1 31.4 32.4 37.9 21.8 68.0 36.6 27.8 37.8 23.2 29.1 31.8 28.5 29.4 28.7 28.8 28.8 
1947 60.9 63.1 15.7 55.5 62.2 54.5 46.6 58.4 28.8 33.0 71.7 78.8 56.4 63.4 619 36.2 54.4 50.9 51.4 
1948 74.9 66.3 36.9 71.0 74.7 76.3 49.7 70.9 71.4 48.3 81.8 78.8 49.7 88.2 71.0 54.5 66.2 67.7 67.4 
1949 77.0 66.7 56.0 68.6 78.4 75.5 67.5 86.8 74.4 61.8 71.9 71.8 62.7 91.6 72.4 62.5 69.5 74.6 73.8 
1950 74.5 75.1 60.7 61.9 72.8 74.1 76.6 70.5 80.2 65.5 76.6 84.9 66.6 84.2 74.8 61.3 70.8 74.0 73.5 
1951 120.5 89.5 844 1420 116.5 937 105.5 76.8 109.4 90.8 1220 1203 79.3 99.9 106.5 114.1 108.8 97.7 99.4 
1952 106.2 91.3 943 119.1 107.8 95.2 100.7 90.5 92.0 983 111.2 108.4 90.7 100.1 99.5 107.1 101.7 95.3 96.3 
1953 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0 1000 1000 100.0 1000 100.0 1000 100.0 100.0 100.0 100.0 100.0 
1954 107.0 1021 113.4 119.0 101.6 107.4 1040 1147 1087 1128 1147 116.1 84.6 103.5 104.8 116.3 108.2 99.9 101.3 
1955 116.6 1089 1300 137.8 1222 117.9 119.4 138.1 1232 1267 1248 130.0 79.1 112.5 113.2 1340 119.3 111.9 113.1 
1956 131.3 1202 157.9 1353 140.1 1219 1130 143.5 163.1 1349 1516 1372 710 1228 126.3 146.3 132.1 119.7 121.7 
1957 144.5 1300 1634 1465 1402 131.0 1256 1658 1686 1460 1612 1319 87.1 128.7 138.0 154.7 142.9 128.2 130.5 
1958 141.1 128.8 170.7 135.4 135.0 141.1 127.4 175.1 168.3 151.7 146.2 132.1 624 1242 135.5 152.5 140.5 126.1 128.4 
1959 149.2 139.7 1800 1460 1458 1559 139.7 1542 193.4 170.0 159.3 132.8 89.6 128.8 145.0 162.5 150.1 137.0 139.1 
1960 1734 1553 2083 172.9 167.4 1659 1707 153.4 2434 1900 173.1 149.7 81.0 136.9 165.3 190.0 1726 155.1 157.8 
1961 185.1 168.4 223.6 1843 1740 171.7 179.4 168.6 279.7 203.0 1829 149.1 877 142.6 177.6 2034 185.1 164.3 167.6 
1962 197.6 182.6 235.0 1930 192.1 184.4 183.1 1877 3117 2161 191.6 169.2 96.4 146.7 190.8 213.4 1974 173.6 177.4 
1963 2164 1994 2466 2009 2146 211.4 201.1 219.0 3367 233.9 211.3 1913 93.1 158.0 2088 223.1 213.0 189.4 193.1 


Exports of Fourteen European Countries to Eastern Europe 


1937 43.2 75.5 107.9 2.7 66.9 17.4 83.9 107.1 60.7 64.7 22.8 19.3 44. 215.2 54.2 29.2 36.8 73.5 56.7 
1938 44.6 81.3 95.9 2.5 59.5 17.2 82.3 104.8 63.7 51.5 25.9 17.5 46.1 237.8 57.1 21.7 32.4 74.2 55.1 


1947 104.9 169.7 25.0 19.9 52.8 73.4 68.3 53.6 50.6 52.4 112.8 41.4 54.9 270.0 126.9 21.2 53.3 85.6 70.8 
1948 138.1 169.1 50.0 36.4 90.1 99.1 624 100.0 73.8 81.0 130.3 31.6 63.8 199.5 148.7 39.8 72.8 96.5 85.7 


1949 131.7 163.0 92.1 41.2 1314 75.6 126.4 9.5 97.7 1095 150.9 42.1 99.3 250.9 142.3 54.0 80.8 124.8 104.7 
1950 119.4 175.5 99.8 24.8 92.6 48.5 68.5 59 104.3 64.5 78.1 50.9 61.4 166.1 138.4 43.7 12.4 84.6 79.0 
1951 187.1 1749 1022 53.8 84.6 89.0 75.5 48 1124 69.6 88.7 82.4 83.9 103.0 182.9 660 101.5 86.4 93.3 
1952 1764 123.9 109.9 81.4 91.1 78.1 75.7 3.6 95.9 64.1 87.8 126.3 69.3 99.1 158.6 88.6 109.8 82.1 94.8 
1953 100.0 1000 1000 100.0 100.0 1000 1000 100.0 100.0 100.0 1000 1000 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1954 99.44 104.1 98.3 1059 1021 1374 145.0 128.6 98.4 149.0 140.6 108.8 188.0 160.1 101.0 104.0 103.1 134.4 120.1 
1955 916 W181 1188 109.8 97.2 79.2 247.3 1012 100.5 1042 115.9 115.8 233.4 237.5 100.6 112.1 108.6 143.5 127.6 
1956 103.3 1163 1885 1175 120.5 63. 2119 2321 119.1 80.7 145.0 89.5 204.4 2822 107.7 135.4 127.0 147.8 138.3 
1957 118.6 133.5 231.7 1375 1014 76.7 23.3 2869 1704 1074 126.6 71.9 216.4 367.5 123.7 161.2 149.8 169.8 160.7 
1958 119.7 1286 1954 1062 95.8 96.6 284.5 4476 151.5 90.7 1162 86.0 190.8 293.8 122.7 128.7 126.9 165.6 147.9 


w 


pa 


1959 
1960 
1961 
1962 
1963 


Exports of Fourteen European Countries to East Central Europe 


1937 
1938 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 


148.8 
165.5 
172.5 
230.9 
200.0 


46.4 

46.2 
130.6 
167.4 
148.4 
128.8 
203.6 
162.9 
100.0 

97.3 
103.6 

94.4 
128.3 
116.3 
133.7 
160.9 
158.7 
167.6 
175.9 


165.0 
179.3 
188.9 
169.1 
186.3 


72.9 

72.0 
181.8 
160.2 
160.2 
180.0 
175.2 
127.7 
100.0 
102.2 
115.3 
121.0 
134.7 
133.1 
166.2 
162.7 
178.3 
162.7 
165.9 


220.4 
263.0 
301.5 
321.1 
338.3 


107.6 
75.6 
25.7 
51.3 
94.6 

102.5 

104.9 

1123 

100.0 
98.2 

112.1 

169.1 

189.6 

165.0 

167.1 

201.1 

233.6 

234.8 

238.3 


103.9 
107.5 
106.5 
141.4 
135.4 


3:2 
5.0 
29.6 
41.1 
60.4 
57.1 
92.1 
78.2 
100.0 
132.4 
187.9 
197.9 
258.2 
181.1 
143.6 
167.1 
203.6 
170.4 
178.2 


92.7 
148.9 
143.7 
134.2 
113.4 


44.1 
43.9 
67.1 
79.3 
116.1 
82.0 
86.1 
91.7 
100.0 
87.0 
95.9 
96.1 
78.1 
92.1 
109.1 
160.9 
136.6 
127.1 
125.1 


122.8 
124.4 
112.1 
181.9 
195.5 


18.6 

27.3 
100.9 
111.3 
106.9 

88.7 
171.4 
100.4 
100.0 
187.0 
110.8 

97.0 
104.8 
130.3 
173.2 
170.1 
193.9 
249.4 
246.3 


Exports of Fourteen European Countries to the Soviet Union 


1937 
1938 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 


36.7 
41.3 
52.3 
78.0 
97.2 
100.0 
153.2 
204.1 
100.0 
103.7 
67.0 
121.6 
98.6 
126.6 
182.1 
174.8 
200.9 
361.0 
249.5 


103.4 
182.8 

37.9 
265.5 
193.1 
137.9 
172.4 

82.8 
100.0 
124.1 
148.3 

65.5 
120.7 

79.3 
151.7 
358.6 
303.4 
237.9 
406.9 


12.0 
200.0 


2.6 
2.1 
18.1 
35.5 
37.5 
18.6 
46.5 
82.0 
100.0 
100.8 
94.8 
102.1 
114.3 
91.9 
96.2 
96.1 
87.8 
135.8 
127.[2 


133.1 
104.8 

11.4 
121.7 
175.9 
123.5 

80.1 

89.2 
100.0 
146.4 
101.2 
191.6 
169.3 
106.6 

45.2 
114.5 
164.5 
154.8 

79.5 


309.8 
431.9 
459.7 
522.7 
442.5 


98.9 
98.3 
99.1 
90.3 
182.3 
92.0 
96.0 
91.7 
100.0 
123.1 
251.5 
196.6 
208.3 
198.6 
194.3 
299.4 
356.1 
367.5 
461.3 


401.2 
534.5 
622.6 
598.8 
686.9 


207.2 
297.6 
374.2 
416.3 
466.8 


98.0 
102.9 

80.2 
113.2 
111.7 
118.9 
118.6 
101.1 
100.0 

89.4 
121.5 
122.1 
162.2 
163.0 
219.2 
269.1 
364.8 
397.4 
447.6 


102.6 
110.0 
137.2 
134.3 
126.2 


62.3 

48.8 

80.1 
122.5 
161.1 
105.8 
111.4 

92.4 
100.0 
152.0 
127.8 
111.1 
122.2 
119.3 
135.7 
148.5 
170.5 
129.8 
140.6 


117.8 
120.3 
116.2 
117.5 
144.7 


36.1 

31.4 
140.8 
131.4 
164.5 
100.0 

96.4 
105.9 
100.0 
122.5 
133.1 
148.5 
134.3 
133.1 
127.8 
152.1 
146.2 
160.9 
198.8 


7.9 
19.9 
81.5 

129.1 
135.8 
53.6 
80.1 
67.5 
100.0 
160.9 
96.7 
141.1 
117.9 
97.4 
106.6 
84.8 
82.8 
68.9 
84.1 


107.0 
126.3 
82.5 
93.0 
110.5 


54.5 

45.5 
200.0 

72.7 
163.6 
154.5 
127.3 
118.2 
100.0 
127.3 
309.1 
218.2 
154.5 
272.7 
409.1 
427.3 
427.3 
481.8 
572.7 


10.9 


128.3 
100.0 
104.3 

69.6 


139.6 
133.8 
102.4 

90.8 
120.8 


29.4 
34.6 
59.9 
68.8 
107.4 
65.4 
84.0 
66.5 
100.0 
185.5 
234.9 
198.1 
215.2 
165.8 
134.2 
127.5 
94.8 
78.4 
105.2 


391.9 
493.3 
678.3 
715.7 
791.2 


158.7 
171.6 
198.5 
191.2 
223.5 
116.4 
100.6 

94.4 
100.0 
120.8 
114.4 
143.1 
160.7 
179.5 
273.6 
323.5 
507.9 
566.6 
552.2 


422.6 
588.2 
532.3 
230.1 
351.6 
348.4 
111.8 
116.1 
100.0 
304.3 
689.2 
792.5 
1125.8 
712.9 
825.8 
1116.1 
1303.2 
1262.4 
1667.7 


154.3 
170.2 
178.1 
209.9 
185.4 


57.3 

56.8 
151.7 
164.4 
153.3 
149.5 
191.9 
148.4 
100.0 

99.3 
108.4 
105.4 
131.0 
123.2 
147.1 
161.7 
166.8 
165.6 
171.8 


44.5 

57.9 

50.6 
100.0 
108.5 
104.4 
155.4 
189.9 
100.0 
106.1 

76.5 
115.0 
101.2 
121.0 
176.5 
196.3 
212.9 
346.5 
268.0 


133.2 
146.7 
155.6 
186.6 
186.5 


73.1 
52.3 
27.0 
47.9 
83.3 
87.5 
100.7 
101.1 
100.0 
109.5 
137.1 
178.6 
212.2 
170.3 
159.4 
189.9 
233.6 
213.5 
218.5 


139.6 
153.8 
162.4 
193.7 
189.2 


187.7 
241.4 
276.9 
300.2 
309.0 


73.8 

71.4 

99.6 
111.8 
143.3 

94.3 
103.1 

89.6 
100.0 
127.0 
146.5 
138.0 
147.5 
150.8 
176.5 
217.3 
261.4 
271.3 
296.7 


72.9 
79.8 
58.2 
66.5 
88.4 
65.3 
53.6 
67.2 
100.0 
148.9 
137.6 
166.9 
213.4 
194.6 
209.7 
288.4 
307.1 
356.5 
333.0 
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Imparts of Fourteen European Countries from the World 


1937 34.3 35.1 49.5 38.1 38.8 371 40.4 47.4 30.3 39.6 35.1 32.1 17.0 54.3 34.6 43.8 37.2 43.6 42.7 
1938 33.2 31.1 44.5 34.8 32.1 35.6 31.6 44.5 24.5 34.4 32.0 30.9 224 48.0 32.3 39.7 34.4 37.8 37.3 
1947 92.0 94.8 21.8 65.2 80.5 64.6 79.9 78.5 36.5 68.8 840 1143 46.0 713 932 43.2 79.2 72.6 73.5 
1948 87.3 98.3 40.5 92.1 82.3 71.6 828 123.8 63.6 80.3 823 125.5 51.7 89.5 92.0 65.9 84.7 83.1 83.3 
1949 74.1 74.5 108.8 71.3 74.5 81.0 787 1392 63.8 79.4 85.3 105.9 54.6 90.2 74.3 93.2 79.6 82.3 81.9 
1950 74.8 88.7 88.5 734 80.1 85.3 73.6 145.5 61.5 87.0 74.0 82.8 53.7 78.0 80.7 80.9 80.8 71.1 711 
1951 112.5 1150 119.6 1276 1044 101. 110.8 135.3 89.6 108.0 96.3 99.6 75.5 116.7 113.6 123.5 116.4 108.4 109.5 
1952 109.6 101.9 1194 1494 1009 96.0 109.1 117.7 96.5 94.0 95.8 105.0 104.4 1040 106.3 1342 1141 102.4 104.0 
1953 100.0 100.0 100.0 100.0 1000 1000 100.0 1000 1000 100.0 100.0 1000 1000 100.0 100.0 100.0 100.0 100.0 100.0 
1954 112.6 110.3 119.7 1248 1044 1166 1012 1121 100.7 121.8 1118 106.0 89.9 1009 111.6 1222 114.6 104.4 105.8 
1955 1263 126.3 1626 1452 1162 1127 1125 129.9  11L8 137.6 119.4 1203 93.5 116.1 126.3 154.0 134.1 117.1 119.4 
1956 1400 149.9 1784 167.1 135.22 1310 1333 1576 1309 1593 1322 1317 76.5 116.2 144.2 172.8 152.3 128.0 131.4 
1957 154.0 1666 2068 1702 1409 136.1 1468 178.3 149.8 176.1 139.7 151.6 74.6 121.8 159.4 188.8 167.6 137.6 141.8 
1958 150.1 1447 196.7 1372.6 129.3 1347 1346 1919 1303 1555 1436 145.0 592 113.1 147.7 1676 153.3 126.7 130.4 
1959 1529 1618 2097 1577 142.1 160.3 1221 191.8 1383 169.0 1442 143.7 83.1 119.3 156.7 184.1 1644 1320 136.5 
1960 1831.0 188.8 259.4 200.7 163.7 180.5 150.7 2384 1958 1944 1602 1648 87.9 136.3 185.4 — 230.5 198.1 156.7 162.5 
1961 185.2 22717 2721 21727 174.5 187.5 1603 2426 2171 2193 177.2 1982 958 131.6 203.4 245.3 215.2 163.9 171.0 
1962 197.5 253.7 2843 231.7 1888 2129 180.4 238.3 251.9 2294 1816 1769 117.0 1344 221.6 2584 231.9 175.9 183.7 
1963 2150 273.5 307.0 2281 210.9 2125 209.4 273.2 313.2 256.0 199.9 198.3 129.9 1442 240.0 268.1 247.9 197.6 204.6 


Imports of Fourteen European Countries from Eastern Europe 

1947 81.1 138.3 145.3 10.1 161.6 41.4 2087 686.5 183.2 125.6 53.1 342.8 35.5 158.3 102.1 43.5 60.1 141.0 108.6 
1938 69.1 112.4 150.3 8.5 129.2 41.1 127.5 629.7 134.5 101.1 44.5 271.4 47.3 124.0 85.1 43.5 55.2 109.9 88.0 
1947 182.7 263.7 45.4 21.2 133.9 109.9 103.9 175.6 98.3 108.2 93.3 142.8 46.9 34.7 212.5 31.7 82.8 74.5 11.8 
1948 228.5 181.2 95.3 51.3 196.0 196.6 164.5 202.7 98.3 143.9 149.6 171.4 71.0 101.2 211.1 62.2 104.2 128.9 119.0 


1949 155.0 131.1 147.5 38.9 87.5 141.4 1742 64.9 164.8 189.0 138.7 371.4 115.5 71.9 146.7 65.7 88.6 116.4 105.3 
1950 131.5 136.9 116.0 38.6 91.8 128.4 81.5 35.1 128.5 97.2 916 285.7 75.7 85.6 133.4 57.7 79.2 94.1 88.1 
1951 216.6 127.9 120.9 59.4 99.2 161.7 130.9 13.5 156.4 92.9 67.0 200.0 67.2 128.6 184.0 74.6 105.5 118.4 113.3 
1952 182.1 102.3 124.0 84.9 81.0 114.6 139.4 16.2 181.7 101.3 80.1 100.0 69.9 113.6 152.7 94.5 111.0 112.2 111.7 


1953 100.0 100.0 1000 1000 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1954 117.7 1107 100.5 103.7 1222 115.1 163.7 254.0 135.8 99.1 103.2 100.0 151.7 99.9 115.1 102.9 106.4 115.8 112.1 
1955 142.5 1346 1409 113.0 1304 113.3 203.9 351.3 143.8 132.5 97.3 2143 308.1 142.3 139.6 119.9 125.5 151.1 140.9 
1956 180.6 1619 157.1 120.1 166.1 1234 2803 575.7 159.9 173.8 138.2 285.77 2013 134.0 173.7 129.2 141.8 162.3 154.1 
1957 135.0 139.2 1942 150.8 162.3 126.3 3229 827.0 231.7 144.7 114.9 2428 2250 148.1 136.5 161.6 154.5 176.3 167.6 
1958 1358 1343 1954 101.5 141.1 149.5 423.1 1073.0 217.8 145.0 105.7 442.8 193.2 138.5 135.3 124.7 127.7 178.9 158.4 
1959 1760 1262 217.9 1123 1855 1854 390.5 11324 3345 2063 115.1 657.1 142.9 157.6 157.7 138.4 143.9 206.4 181.4 
1960 203.3 1397 267.6 118.8 193.7 202.9 3764 14972 $5727 182.0 114.4 1114.3 143.9 192.8 180.0 155.6 162.5 242.9 210.7 
1961 214.1 177.8 260.0 1226 217.7 2060 405.3 13622 668.0 194.7 119.8 1171.4 1334 2112 200.7 156.6 169.0 265.9 227.2 
1962 234.5 168.6 2889 128.4 255. 225.2 480.0 14784 715.0 1850 118.3 642.8 127.0 213.8 210.3 168.0 180.0 280.6 240.3 
1963 258.3 1764 340.5 1390 2840 233.8 610.5 18486 9143 2252 127.5 6571 169.6 232.9 228.2 188.9 199.9 331.0 — 278.5 


Imports of Fourteen European Countries from East Central Europe 

1937 82.5 141.5 143.5 134 1513 40.0 217.4 668.6 2126 181.5 684 328.6 162 1364 105.0 46.7 78.7 1367 111.0 
1938 70.8 102.6 1472 11.4 93.2 327 129.9 574.3 166.0 148.6 53.8 2571 31.4 119.6 82.9 64.9 71.2 108.9 92.2 
1947 1994 2925 45.5 223 1927 1077 1343 151.4 1145 24717 1154 1429 47.0 43.5 2349 31.5 102.4 102.4 102.4 
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1947 
1948 
1949 
1950 
1951 
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1953 
1954 
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1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 


249.1 
181.5 
146.1 
233.8 
177.7 
100.0 

87.1 
107.2 
132.0 

87.7 

91.5 
101.6 
117.7 
128.6 
153.9 
157.9 


74.0 

61.0 
100.0 
126.0 

28.0 

59.0 
131.0 
204.0 
100.0 
270.0 
318.0 
422.0 
370.0 
356.0 
546.0 
629.0 
639.0 
635.0 
751.0 


189.2 
139.9 
148.4 
127.5 
106.9 
100.0 
107.5 
125.2 
151.0 
129.4 
128.8 
125.2 
139.9 
178.8 
171.9 
179.7 


114.6 
185.4 

48.8 
122.0 

65.9 

51.2 
131.7 

68.0 
100.0 
134.1 
204.9 
243.9 
212.2 
175.6 
134.1 
139.0 
170.0 
143.9 
151.2 


95.4 
147.7 
116.2 
121.2 
124.0 
100.0 

98.3 
134.2 
145.2 
158.4 
158.7 
168.4 
199.5 
182.9 
215.4 
253.5 
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45.5 
35.9 
50.7 
72.5 
78.5 
100.0 
108.7 
128.7 
118.0 
126.5 
59.4 
61.1 
70.1 
73.3 
73.9 
61.4 


6.8 
5.5 
32.3 
51.1 
42.1 
26.5 
46.1 
91.3 
100.0 
99.0 
97.1 
122.2 
175.6 
144.2 
164.4 
168.3 
172.8 
183.6 
217.9 


121.4 
126.5 
111.1 

974 

89.7 
100.0 

90.2 

98.3 
131.2 
129.5 
134.2 
177.8 
209.4 
2222 
239.7 
268.4 


176.0 
179.6 

51.5 
300.6 

32.9 

64.7 
101.8 

68.9 
100.0 
167.1 
175.4 
215.0 
208.4 
150.9 
196.4 
171.9 
211.4 
276.6 
306.0 
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95:3 
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132.7 
115.7 
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145.3 
163.3 
168.0 
207.3 
209.3 
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mports of Fourteen European Countries from the Soviet Union 


46.4 

71.4 
1.9 
269.0 

40.5 

86.9 
115.5 
132.1 
100.0 
185.7 
100.0 

90.5 
164.3 
196.4 
328.6 
344.0 
341.7 
289.3 
321.4 


233.5 
275.6 
118.2 
165.7 
159.5 
100.0 
114.0 
144.2 
205.8 
273.6 
325.6 
245.5 
247.9 
286.4 
357.9 
453.7 


67.9 
43.4 
20.9 
22.7 
10.0 
10.0 
28.0 
38.2 
100.0 
81.2 
100.0 
133.7 
136.0 
193.7 
206.7 
193.7 
199.0 
226.4 
288.5 


214.3 


100.0 
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950.0 
2400.0 
5300.0 
7150.0 
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14150.0 
9950.0 
10150.0 
14200.0 
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144.9 
113.2 

71.8 

89.3 
100.0 
120.9 

923 
147.4 

944 
100.9 
118.8 
114.1 
123.1 
125.6 
128.2 


32.0 
32.0 
62.7 
161.5 
130.2 
61.5 
60.4 
67.5 
100.0 
78.7 
104.1 
125.4 
143.2 
112.4 
110.1 
114.8 
115.4 
108.3 
126.6 


171.4 
371.4 
285.7 
200.0 
100.0 
100.0 
100.0 
200.0 
285.7 
242.9 
328.6 
414.3 
785.7 
942.9 
642.9 
600.0 


77.0 
115.5 

75.7 

67.2 

69.9 
100.0 
140.2 
280.1 
183.8 
187.2 
169.9 
120.6 
123.6 
105.1 
105.4 
139.5 


105.4 
101.8 

85.2 
102.6 

75.9 
100.0 

94.3 
125.2 
129.3 
114.4 
126.0 
157.1 
189.3 
208.7 
217.4 
238.7 


177.0 
127.8 
27.2 
97.6 
46.5 
85.9 
150.8 
145.7 
100.0 
104.7 
156.9 
138.1 
176.6 
149.1 
158.0 
187.8 
213.3 
210.8 
228.0 


226.3 
165.6 
146.9 
193.3 
150.7 
100.0 

94.9 
114.1 
139.2 
103.6 
105.7 
105.8 
126.1 
147.7 
160.8 
166.2 


85.8 
97.2 
85.1 
124.8 
39.0 
56.7 
131.2 
164.5 
100.0 
230.5 
285.1 
370.2 
324.1 
303.5 
426.2 
486.5 
502.8 
492.2 
580.8 


65.2 


121.3 
109.8 
101.1 
127.1 
115.4 
100.0 
101.2 
125.0 
132.4 
126.7 
101.0 
105.9 
122.8 
127.3 
140.5 
147.2 


18.7 
19.8 
39.4 
66.3 
41.6 
30.5 
57.6 
101.2 
100.0 
117.8 
126.5 
162.7 
216.2 
186.8 
228.2 
250.4 
261.6 
267.5 
316.8 


144.3 
157.9 
112.2 
116.8 
133.7 
100.0 
108.7 
142.9 
156.7 
149.9 
162.7 


176.5. 


216.8 
239.2 
255.7 
311.2 


146.8 
111.3 

36.4 
107.8 

59.5 

69.2 
120.7 
130.1 
100.0 
125.5 
162.3 
169.9 
212.5 
200.9 
247.2 
278.6 
302.5 
314.6 
358.1 


134.1 

136.6 
107.3 
121.4 
106.3 
100.0 
105.4 
135.0 
145.9 
139.6 
135.4 
145.2 
175.1 
189.6 
204.7 
238.5 


104.6 
81.2 
37.4 
94.1 
53.6 
56.5 
99.9 

120.6 

100.0 

123.0 

150.5 

167.5 

213.7 

196.3 

241.0 

269.3 

289.0 

299.1 

344.5 


Statistical Appendix B: Relative Market Shares of Fourteen West European Countries, 1937, 1938 and 1947-1963. Per cent of total 


] Sweden 5 Belgium-Luxcmbourg 9 Italy 12 Portugal 

2 Switzerland 6 Denmark 10 Netherlands 13 Turkey 

3 Austria 7 France 11 Norway 14 United Kingdom 

4 Finland 8 Greece 

E a e 
1 2 3 4 5 6 7 8 9 10 1 12 13 14 1-2 3-4 1-4 5-14 1-14 


Imports in Percentage Shares of Fourteen European Countries from the World 


1937 4.5 3.5 23 1.7 8.0 3.1 14.3 1.2 62 7.5 2.7 0.9 0.8 43.1 8.0 4.0 12.0 87.8 100.0 
1938 5.1 3.6 2.3 1.7 7.6 3.4 12.8 1.3 5.7 7.8 2.8 1.0 1.1 43.6 8.7 4.0 12.7 87.1 100.0 
1947 7.1 5.5 0.6 1.7 9.6 32 16.4 1 4.3 7.9 3.8 1.8 1.2 35.6 12.6 2.3 14.9 85.0 100.0 
1948 6.0 5.0 1.0 2.1 8.7 3.1 15.0 1.6 6.7 8.1 3.3 1.8 1.2 36.4 11.0 3.1 14.1 85.9 100.0 
1949 5.2 3.9 2.6 1.8 8.0 3.6 14.5 1.8 6.8 8.1 3.4 1.5 1.3 37.3 9.1 4.4 13.5 86.5 100.0 
1950 5.5 49 22 1.8 9.1 3.9 14.3 2.0 6.9 9.4 3.1 1.3 1.3 34.0 10.4 4.0 14.4 85.5 100.0 
1951 5.9 4.5 24 2.2 8.4 3.3 15.3 1.3 7.2 8.3 2.9 1.1 1.3 36.1 10.4 4.3 14.7 85.2 100.0 
1952 6.0 4.2 2.3 2.7 8.5 3.3 15.8 1.2 8.1 7.6 3.0 1.2 1.9 33.9 10.2 5.0 15.2 84.7 100.0 
1953 5.7 43 2.0 1.9 8.9 3.6 15.1 1.1 8.8 8.4 3.3 1.2 1.9 33.9 10.0 3.9 13.9 86.1 100.0 
1954 6.1 4.5 2.2 2.3 8.7 4.0 14.4 1.1 8.3 9.7 3.5 1.2 1.6 32.3 10.6 4.5 15.1 84.9 100.0 
1955 6.0 4.5 23 23 8.5 3.5 14.2 11 8.2 9.7 3.3 1.2 1.5 33.0 10.5 3.0 15.5 84.4 100.0 
1956 6.1 4.9 2.7 2.4 9.0 3.6 15.3 1.3 8.7 10.2 3.3 1.2 1.1 30.0 11.0 5.1 16.1 83.9 100.0 
1957 6.2 5.0 2.9 2.3 8.7 3.4 15.6 1.3 9.3 10.5 32 1.3 1.0 29.1 11.2 5.2 16.4 83.6 100.0 
1958 6.6 4.7 3.0 2.0 8.7 3.7 15.6 1.6 8.8 10.1 3.6 1.3 0.9 29.4 11.3 5.0 16.3 83.7 100.0 
1959 6.4 5.1 3.0 22 9.1 42 13.5 1.5 8.9 10.4 3.5 1.3 1.2 29.6 11.5 5.2 16.7 83.3 100.0 
1960 6.4 5.0 3.1 24 8.8 4.0 14.0 1.6 10.6 10.1 32 1.2 1.0 28.4 11.4 5.5 16.9 83.1 100.0 
1961 6.2 5.7 3.1 24 9.0 3.9 14.1 1.5 11.1 10.8 3.4 1.4 1.1 26.1 11.9 5.5 17.4 82.5 100.0 
1962 6.1 5.9 31 2.4 9.0 4.2 14.8 1.4 12.0 10.5 3.3 1.1 1.2 24.8 12.0 5.5 17.5 82.4 100.0 
1963 6.0 5.7 3.0 2.1 9.0 3.7 15.4 1.4 13.4 10.6 3.2 1.2 1.2 23.9 11.7 5.1 16.8 83.2 100.0 
Imports in Percentage Shares of Fourteen European Countries from Eastern Europe 

1937 53 53 9.4 2.0 7. 1.7 9.5 2.8 9.4 74 23 0.3 1.1 36.8 10.6 11.5 22.2 77.8 100.0 
1938 5.6 53 12.1 2.1 7.0 2.1 WW 3.1 8.5 74 24 0.2 1.9 34.9 10.9 14.2 25.1 749 100.0 
1947 16.8 14.1 4.1 7.6 8.3 6.5 6.6 1.0 7.0 8.9 5.8 0.1 24 11.0 30.9 11.7 42.6 57.44 100.0 
1948 13.7 6.3 5.7 9.3 19 7.6 6.8 0.7 4.6 7.7 6.1 0.1 2.3 21.0 20.0 15.0 35.0 64.9 100.0 
1949 10.6 5.2 9.9 8.0 4.0 6.2 8.1 0.3 8.7 11.5 6.4 0.3 3.9 16.9 15.8 17.9 33.7 66.3 100.0 
1950 10.7 6.4 9.3 9.5 5.0 6.7 4.5 0.2 8.1 7.1 5.0 0.3 3.0 24.0 17.1 18.8 36.0 64.0 100.0 
1951 13.7 47 7.6 11.3 42 6.6 5.7 = 7.8 52 2.8 0.1 2.1 28.1 18.3 18.9 37.3 62.7 100.0 
1952 11.6 3.8 7.9 16.4 3.4 4.7 6.1 = 9.1 5.8 3.5 0.1 2.2 25.2 15.5 24.3 39.8 60.2 100.0 
1953 7.1 4.1 7.1 21.6 4.8 4.6 4.9 0.4 5.6 6.4 4.8 0.1 3.5 24.7 11.3 28.7 40.0 60.0 100.0 
1954 7.5 4.1 6.4 20.0 52 4.7 72 1.0 6.8 5.7 4.4 0.1 4.8 22.1 11.6 26.4 38.0 62.0 100.0 
1955 72 4.0 7.1 17.3 4.4 3.7 7.1 1.1 53 6.0 33 0.1 7.7 25.0 11.2 24.4 35.6 64.3 100.0 
1956 8.4 4.4 7.2 16.8 5.2 33 8.9 1.6 5.8 72 43 0.1 4.6 21.5 12.7 24.1 36.8 63.1 — 1000 
1957 5.8 34 82 19.4 4.6 3.5 9.5 2.2 71 5.5 3.3 0.1 4.8 21.9 9.2 27.7 36.9 63.4 100.0 
1958 6.1 3.5 8.7 13.8 43 43 13.1 3.0 7.1 5.9 32 02 4.3 21.6 9.6 22.6 322 677 1000 


1959 6.9 29 8.5 13.4 4.9 43 10.6 28 10.3 72 3.4 0.3 2.8 21.5 9.8 21.9 31.7 68.2 100.0 
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Imports in Percentage Shares of Fourteen European Countries from East Central Europe 
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18.0 
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22.1 
23.0 
22.0 
20.7 


59.9 
55.8 
25.8 
36.7 
30.7 
53.9 
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42.8 
35.4 
30.2 
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23.2 
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25.0 
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14.6 
13.9 
35.5 
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68.9 
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69.6 
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65.3 
76.8 
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82.2 
81.0 
72.4 
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68.5 
72.3 
68.0 
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68.7 
68.8 
69.4 
170.2 
70.5 
69.7 
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100.0 
100.0 
100.0 
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Exports in Percentage Shares of Fourteen European Countries to the World 


1937 6.6 39 2.9 2.7 11.1 4.5 12.5 1.1 7.1 
194R 6.7 43 24 2.6 10.0 4.8 12.6 1.3 8.0 
1947 7.3 6.1 0.7 2.6 11.3 3.9 15.1 0.6 3.5 
1948 6.8 4.9 1.2 2.5 10.4 4.1 12.3 0.6 6.6 
1949 6.4 4.5 1.6 2.2 10.0 3.7 15.2 0.6 6.3 
1950 6.3 5.1 1.8 2.0 9.3 3.7 17.4 0.5 6.8 
1951 74 4.5 1.9 3.4 11.0 3.4 17.7 0.4 7.0 
1932 6.8 4. 22 2.9 10.5 3.6 17.5 0.5 6.0 
1933 6.4 5.2 23 2.5 9.8 3.8 17.4 0.6 6.5 
1954 6.5 5.0 2.5 28 9.4 3.9 17.1 0.6 6.7 
1955 6.3 4.8 2.6 2.9 10.1 3.8 17.6 0.7 6.8 
1956 6.6 49 2.9 2.6 10.8 3.7 15.5 0.6 7.4 
1957 6.8 5.0 2.8 2.7 10.1 3.7 16.1 0.7 8.1 
1958 67 5.0 3.0 2:5 9.9 4.0 16.6 0.7 8.2 
1959 6.6 5.0 2.9 2.5 9.8 4.1 16.8 0.6 8.7 
1960 6.7 49 2.9 2.6 10.0 3.8 18.1 0.5 9.6 
I961 6.8 5.0 2.9 2.6 9.7 3.7 17.9 0.5 10.4 
1962 6.8 5.1 3.0 2.6 10.2 3.8 17.2 0.6 11.0 
1963 6.9 5.2 2.8 2.5 10.4 4.0 17.4 0.6 10.9 


1937 7.0 6.3 15.3 1.1 10.5 1.9 10.4 22 8.6 
1938 74 7.0 11.5 1.1 9.6 1.9 10.5 2.2 9.2 
1947 13.6 11.3 2.8 6.7 6.7 6.4 6.8 0.9 57 
1948 14.8 9.3 4.7 10.1 9.4 7.1 5.1 1.3 6.9 
1949 14.5 73 7.1 9.4 11.2 4.4 8.5 0.1 7.5 
1950 13.8 10.5 10.1 7.5 10.5 3.8 6.1 0.1 10.7 
1951 18.4 8.8 8.8 13.8 8.1 5.9 5.7 0.1 9.6 
1952 17.0 6.2 9.3 20.5 8.6 5.1 5.6 — 8.1 
1953 9.2 47 8.0 23.9 8.9 6.1 7.0 1.2 8.0 
1954 7.6 4.1 6.6 21.0 7.6 7.0 8.5 1.2 6.5 
1955 6.6 44 7.5 20.5 6.8 3.8 13.6 0.9 6.3 
1956 6.8 4.0 10.9 20.3 7.8 2.8 10.8 1.9 6.9 
1957 6.8 3.9 11.6 20.4 5.6 2.9 10.1 2.1 8.5 
1958 7.4 4.1 10.6 17.1 5.8 4.0 13.5 3.5 8.2 
1959 8.2 4.7 10,7 15.0 5.0 4.6 13.1 2.8 10.0 
1960 7.5 42 10.5 12.7 6.6 3.8 15.1 3.1 11.8 
1961 7.0 4.0 10.8 11.3 5.7 3.1 14.4 32 13.3 
1962 84 3.2 10.3 13.4 4.8 4.4 14.6 2.8 13.2 
1963 7.2 3:5 10.7 12.7 4.0 4.7 12.2 3.1 14.7 


Exports in Percentage Shares of Fourteen European Countries to East Central Europe 


1937 70 73 20.5 0.3 71 1.4 11.6 2.8 11.4 
1938 7.5 82 15.7 0.5 73 23 12.6 3.0 13.1 
1947 14.7 14.3 3.7 24 8.1 5.8 8.7 LI 7.0 
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Statistical Appendix C: Development of East-West Trade 1937, 1938 and 1948-1963, in Nineteen Commodity Groups. (In million dollars) 


Grouping in terms of the SITC and corresponding groups in various issues of the Economic Bulletin for Europe 


Grouping of the Economic Bulletin for Europe 


1937, 1938, 1948, 
1949, 1950 and 
1957 to 1963 


1951 and 1952 1953 to 1956 


Imports and Exports? 


697 


No. SITC Code Commodity Imports Exports Imports Exports 
1 0 Food and live animals 1 to 13 lto4 1 to 14 1to9 1to9 
2 1 Beverages and tobacco no imports S 15 10 10, 11 
3 2 and 4 - (27 + 28) Crude materials and animal and 4, 15, 19, 20 6, 7, 9, 11 to 16, 17, 18, 11, 12, 14, 12, 13, 14, 
vegetable oils and fats 15, 18 23, 24 16 to 20, 23 16, 18, 20 
4 (27-271) + 28 Crude minerals and precious stones 16 16, 17 19, 30 21, 22 32, 33 
667 + 681 + 897 and metals 
5 3 Mineral fuels, lubricants, etc. 17, 18 no exports 20, 21, 22 no exports 29, 30, 31 
6 5 minus 561 Chemicals 22 19, 20 26 24, 25 25, 26, 27 
7 271 and 561 Crude and manufactured fertilizers 21 21 25 26 28 
8 6 minus (611 -- 613 Manufactured goods, classified chiefly 23, 24 8, 10, 22, 23 21, 28, 29 13, 15, 27, 28 17, 19, 21 to 24 
629 + 67 + 68 + 69) by materials 
9 67 Iron and steel 25 24 31 29 34 
10 68 Non-ferrous metals no imports 25, 26 no imports 30 35 
682 Copper no imports no exports no imports 
684 Aluminium no imports 25 no imports 
687 Tin no imports no exports no imports 
il 69 and 812 Metal manufactures no imports 27 no imports 31 36 
12 71 minus 715 Machinery other than metal-working 28, 30 32, 34 38 
and electric 
13 115 Metal-working machinery 26 29 32 33 3 
14 72 Electric machinery 31 35 39 
15 732 Road-motor vehicles 33 37 40 
16 735 Ships and boats 27 34 33 38 41 
17 731 +733 + 734 Other transport equipment 32 36 42 
18 861 to 864 and 891 Instruments, watches, etc. no imports 36 34 40 43 
19 all others All other commodities no imports 35 35 39, 41 15, 44 


2 1937, 1938, 1948-50, primary unpublished statistics, prepared by the ECE Secretariat. 


1. Food and live animals 


In current million U.S, dollars 
Year Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 


East Central Europe 
1937 21.7 0.2 8.0 1.0 72 


O01 38.5 9.5 8.5 3.0 5.0 1.0 40.7 3.2 1082 2.2 
1938 11.3 0.2 49 0.4 3.5 0.1 17.6 123 52 2.9 2.6 L0 43.0 3.2 105. 2.0 
1948 4.6 1.9 0.5 5.4 2.8 0.1 5.3 3.0 6.5 9.0 5.0 44 42.9 0.8 5.4 — 
1949 16.9 0.8 52 116 130 06 120 3.0 6.2 104 73 5.6 507 L6 55.9 5.3 
1950 9.7 0.3 3.6 8.2 6.5 — 15.0 33 59 5.1 8.1 40 46.0 0.8 48.2 1.8 
1951 6.5 0.4 09 13.8 3.1 04 16.8 3.3 5.0 8.2 4.1 $0 58.7 07 348 1.6 
1952 6.7 0.4 0.1 92 10.2 09 19.4 44 6.2 74 5.6 5.1 434 066 323 0.8 
1953 8.4 0.7 06 167 5.4 0.6 105 5.8 17 182 4.6 48 610 23 276 1.9 
1954 6.1 0.8 21 363 3.1 149 10.8 7.2 23 300 7.6 86 414 3.4 317 1.2 
1955 5.7 3.0 02 18.8 $3 44] 15.0 9.9 24 176 5.7 2121 476 3.0 294 8.6 
1956 5.7 0.2 2.2 141 66 241 241 11.5 6.6 89  1L6 8.3 490 14 5913 25.1 
1957 5.6 0.3 09 143 79 133 222 17.0 3.4 7.0 4.0 97 49.3 07 480 3.8 
1958 6.9 0.4 08 11.6 17.0 04 255 7.1 4.7 4.5 9.0 69 67.4 L0 722 1.6 
1959 5.3 0.2 17 21.0 145 0.5 290 9.5 5.1 4.3 9.4 75 81.3 09 93.4 2.5 
1960 10.3 1.4 1.1 163 «14.5 46 521 7.0 8.9 6.1 7.0 9.5 89.6 07 93.1 4.4 


1961 15.2 0.9 1.8 204 13.7 180 513 16.7 9.7 5.3 9.0 7.0 108.1 0.3 104.9 3.7 
1962 12.3 1.1 22 268 187 292 63.0 186 7.6 5.8 9.3 8&2 1023 0.7 1143 7.2 
1963 14.1 2.6 46 201 261 630 1156 225 8.6 9.0 9.4 75 1071 0.3 102.5 


ms 
an 


Soviet Union 


1937 8.7 — 2.1 0.8 1.8 = 0.4 0.1 4.6 0.8 2.9 0.1 60.1 2.0 15.7 0.4 
1938 15.3 — 4.3 0.1 0.6 — 0.4 0.2 74 0.4 3.9 0.1 55.0 2.5 20.6 0.2 
1948 38.9 — 120 15.9 1.3 — 0.1 — — L5 233 4.1 88.7 0.5 0.6 — 
1949 0.1 — 02 6.3 0.1 — 14.5 0.1 14.2 06 192 4.1 24.1 — 0.1 — 
1950 1.9 — 3.7 — 0.1 — 11.1 — 1.9 — 8.3 2.1 38.1 — — — 
1951 5.0 — 8.5 — — — 15.3 4.5 8.1 0.4 8.1 3.3 792 0.6 0.2 — 
1952 0.4 — 11.0 74 0.7 — 21.6 5.33 152 2.0 9.5 4.1 10741 2.4 3.3 — 
1953 21 0.1 6.0 15.3 0.8 — 2.3 46 194 182 13.2 4.9 13.0 2.4 8.7 — 
1954 72 0.6 8.3 (17.4 2.3 6.3 8.2 5.8 56 123 10.6 4.7 7.0 7.3 8.9 0.1 
1955 0.9 0.7 6.6 2.9 20 10.1 49 5.1 0.4 2.1 11.9 5.4 16.1 6.2 2.2 0.1 
1956 3.6 — 4.0 — 3.5 — 0.7 44 9.1 07 13.9 7: 6.3 0.6 5.9 — 
1957 42 — 8.6 5.1 3.6 0.1 22 14.4 9.0 1.7 12.7 5.0 11.0 19.7 10.5 — 
1958 3.7 — 9.9 3.6 2.8 0.3 1.3 49 4.5 0.1 11.4 4.8 11.3 2.3 3.4 — 
1959 6.5 — 18.8 — 16.9 0.2 24 17 260 05 10.5 4.6 18.5 1.3 10.8 — 
1960 4.3 — 14.7 2.7 5.0 — 72 6.3 165 0.2 9.8 3.8 26.3 0.8 12.6 — 
1961 8.0 — 12.3 2.6 6.0 — 17.1 47 145 — 9.1 07  Á $542 0.8 21.7 0.2 
1962 5.0 — 8.1 2.8 99 16.6 5.0 3.3 9.9 0.6 6.9 19 38.1 1.7 21.6 — 
1963 3.6 — 5.8 2.0 9.1 29 14.5 8.4 8.9 0.7 7.1 30 31.1 0.8 20.5 6.3 
Total: Eastern Europe 

1937 30.4 0.2 10.1 1.8 9.0 0.1 38.9 9.6 13.1 3.8 7.9 1.1 1008 5.2 123.9 2.6 
1938 26.6 0.2 9.2 0.5 4.1 0.1 18.0 12.5 12.6 3.3 6.5 1.1 98.0 5.1 125.7 2.2 
1948 43.5 19 125 213 4.1 0.1 5.4 3.0 65 10.5 28.3 8.5 131.6 1.3 6.0 M 
1949 17.0 0.8 54 1079 13.1 06 26.5 31 204 110 265 9.7 748 1.6 56.0 5.3 
1950 11.6 0.3 7.3 8.2 6.6 — 26.1 3.3 7.8 5.1 16.4 6.1 84.1 0.8 48.2 1.8 
1951 11.5 0.4 9.4 13.8 3.1 04 321 78 13] 8&6 122 83 1379 1.3 35.0 1.6 
1952 7.1 04 1011 166 10.9 09 41.0 9.7 214 9.4 15] 9.2 150.5 3.0 35.6 0.8 
1953 10.5 0.8 6.6 320 6.2 06 12.8 104 21.1 364 178 9.7 76.0 4.7 36.3 1.9 
1954 13.3 14 104 §3.7 54 212 19.0 13.5 79 423 182 143 484 10.7 40.6 1.3 
1955 6.6 3.7 68 217 7.3 542 199 15.0 28 197 176 17.8 5713 9.2 31.6 8.7 
1956 9.3 0.2 62 141 10.1 24.1 24.8 15.9 157 96 25.5 15.4 $5.3 20 65.0 25.1 
1957 9.8 0.3 9.5 19.4 11.5 13.4 24.4 31.4 12.4 8.7 16.7 14.7 60.3 20.4 58.5 3.8 
1958 10.6 0.4 10.7 19.1 19.8 0.7 26.8 12.0 9.2 4.6 20.4 11.7 78.7 3:3 75.6 1.6 
1959 11.8 0.2 20.5 21.0 31.4 0.7 31.4 11.2 311 4.8 19.9 12.1 99.8 2.2 104.2 25 
1960 14.6 1.4 15.8 19.0 16.5 4.6 59.3 13.3 25.4 6.3 16.8 13.3 115.9 1.5 105.7 4.4 
1961 23.2 0.9 14.1 23.0 19.7 18.0 68.4 21.4 24.2 5.3 18.1 7.7 162.3 1. 126.6 3.9 
1962 17.3 1.1 10.3 29.6 28.6 45.8 68.0 21.9 17.5 6.4 16.2 10.1 140.4 2.4 135.9 7.2 
1963 17.7 2.6 10.4 22.] 35.2 65.9 130.1 30.9 17.5 9.7 16.5 10.5 138.2 1.1 123.0 13.9 
1. Belgium, Luxembourg 5. Netherlands 9. Sweden 13. Cocom, incl. W. Germany 

2. Denmark 6. Norway 10. Switzerland 14. Cocom, excl. W. Germany 

3. France 7. United Kingdom 1I. Austria 15. Total Non-Cocom 

4. Italy 8. Western Germany 12. Finland 16. Grand Total 


